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Cooperative, Inc. ("SSVEC"), by and through counsel undersigned, submits the following

Financing Application ("Application") requesting an Order from the Arizona Corporation

Commission ("Commission") authorizing a new assumption of debt in the total amount of

870,780,000 (the "Credit Facility") from the National Rural Utilities Cooperative Finance

Corporation ("CFC") and the execution of loan documents  in favor of the CFC. A copy

of the  CFC approval le tte r for the  Credit Facility is  a ttached as  Exhibit A. The  Credit

Facility amount is  the total amount of funds requested by SSVEC and approved by the

CFC. SSVEC seeks to acquire the additional debt as a means of funding increased capital

expenditures related to significant growth

SSVEC further requests that the Commission authorize the pledge, mortgage, lien

and/or encumbrance of SSVEC's utility plant and assets as security for the Credit Facility

as required by CFC and as authorized by SSVEC's Board of Directors. See Certificate of

Resolutions  and Incumbency (Jun, 27, 2007), a ttached here to as  Exhibit B, see also

Restated Mortgage and Security Agreement, attached hereto as Exhibit C
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SSVEC furthe r re que s ts  tha t the  Commis s ion a uthorize  the  Cre dit Fa cility to be

us e d for S S VEC's  2008-2009 Cons truction Work P la n ("CWP "), including purpos e s

incidenta l the re to. This  is  cons is tent with the  purposes  se t forth in Schedule  1 of the  Loan

Agreement be tween SSVEC and the  CFC ("Loan Agreement") which is  a ttached here to as

Exhibit D and incorpora ted by re fe rence

SSVEC furthe r re que s ts  tha t the  Commiss ion is sue  its  finding tha t the  re que s te d

financing is  a) reasonably necessary and appropriate  for the purposes described herein and

that such purposes  are  not, wholly or in part, reasonably chargeable  to opera tive  expenses

or to income , a nd b) for la wful purpose s  within SSVEC's  corpora te  Powe rs , compa tible

with the  public inte re s t, with sound fina ncia l pra ctice s , a nd with prope r pe rforma nce  by

SSVEC of se rvice  a s  a  public se rvice  corpora tion, and will not impa ir SSVEC's  ability to

perform the  se rvice

Fina lly, in orde r to gua ra nte e  tha t funds  Will be  a va ila ble  for a ) us e  a s  pa rt of

SSVEC's  CWP a s  more  fully de s cribe d he re in, b) a ccommoda ting the  incre a s e  in the

le ve l of e xpe nditure s  re s ulting prima rily from growth in S S VEC's  te rritory, a nd c) the

need to expedite  construction projects  even earlie r than anticipa ted, SSVEC reques ts  tha t

the  Commis s ion e xpe dite  its  re vie w a nd a pprova l of th is  Applica tion, a nd tha t the

Applica tion be  approved without hearing

11. AP P LICANT

S S VEC is  a  me mbe r-owne d Arizona  nonprofit corpora tion  with  its  principa l

bus iness  office  loca ted a t 350 North Haske ll, Willcox, Arizona  85643. SSVEC is  a  public

se rvice  corpora tion providing e lectric dis tribution se rvice  in pa rts  of Cochise , Santa  Cruz

P ima , a nd Gra ha m Countie s  purs ua nt to a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity

issued by this  Commiss ion
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111. P URP OS E O F  THE  F INANC ING

S S VEC will prima rily us e  the  Cre dit Fa cility a pprove d by the  CFC to cons truct

a dditiona l a nd s upple me nta l fa cilitie s  to a ccommoda te  ne w a nd e xpe cte d growth in its

se rvice  te rritory. SSVEC has  rece ived approva l for a  loan from the  CFC in the  sum of up

20254702
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to $70,780,000, contingent upon execution and submiss ion of fina l loan documents  and

approva l of the  Commiss ion. The  financia l forecas t tha t supports  this  loan indica te s  tha t

SSVEC can mainta in its  financia l ra tios  cons is tent with sound financia l principa ls

SSVEC has  prepared a  CWP for the  two-year pe riod 2008 through 2009 with tota l

e xpe nditure s  of $72,670,000 This  work pla n cons is ts  of $46,605,000 in dis tribution

proje cts , $19,970,000 in tra ns mis s ion proje cts  a nd $6,195,000 for othe r proje cts . A

comple te  copy of the  CWP  will be  provide d  d ire c tly to  the  Commis s ion 's  Utilitie s

Divis ion
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9 TERMS  OF  THE LOAN
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SSVEC seeks  to acquire  the  additiona l debt a s  a  means  of address ing s ignificant

growth and re la ted costs  tied to increased capita l expenditures . These  capita l expenditures

for the  CWP, which a re  not readily offse t by revenue  from ra tes , will be  provided through

the  Cre dit Fa cility. The  $70,780,000 proce e ds  from the  loa n from the  CFC will be

disbursed in one or more advances over the course of not to exceed five years as requested

by S S VEC. The  inte re s t ra te  for thos e  a dva nce s  will e ithe r be  fixe d or va ria ble  a s

de te rmined by SSVEC and will be  se t a t the  time  of each advance . The  ma turity da te  for

the  advances  is  thirty-five  (35) yea rs  from rece ipt of the  funds . No fees  a re  be ing pa id to

any person in connection with the  issuance  of the  financing

S S VEC'S  F INANCIAL S TRENGTH
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SSVEC has  the  financia l ability to unde rtake  the  obliga tions  of the  Credit Facility

Attached a re  copies  of the  following SSVEC financia l documents

Audited Financia l S ta tement with Accompanying Inoonna tion for the  Years  Ended

June  30, 2006 and 2005 (Exhibit E)

Una udite d  mid-ye a r F ina nc ia l a nd  S ta tis tica l Re port fo r the  pe riod  e nd ing

December 31, 2006 (Exhibit F); and

The most recent unaudited and updated information for the  Financia l and Sta tis tica l

Report for the  pe riod ending May 2007 (Exhibit G)
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VI. PUBLICATION OF NOTICE
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SSVEC will publish such notice of this Application as the Commission may require

pursuant to A.R.S. § 40-302(A). The notice will be substantially in the form attached

hereto as Exhibit  H. Proof of publicat ion will be filed with the Commission once the

notice is published

VII. NOTICES TO SSVEC
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All communications and correspondence regarding this Applicat ion, as well as

communications and pleadings with respect hereto filed by other parties, should be served

on the following

Bridle S. Carroll,  Esq
Kristofer P. Kiefer, Esq
SNELL & WILMER L.L.P
One Arizona Center
Phoenix. AZ 85004-2202
Phone: (602) 382-6578
Fax: (602) 382-6070
E-Mail: bcarroll@sw1aw.com

With a copy to

Kirby Chapman
SULPHUR SPRINGS VALLEY ELECTIC COOPERATIVE, INC
311 E. Wilcox
Sierra Vista. AZ 85635
Phone: (520) 515-3457
Fax: (520)458-6860
E-mail: kchapman@ssvec.com

VIII. CONCLUSION
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WHEREFORE, SSVEC respectfully requests that the Commission issue its Order

in accordance with A.R.S. §§40-285, 40-301 and 302 as follows

Authorizing SSVEC to assume new debt in the total amount of $70,780,000

from the CFC according to the terms of the Credit Facility as described in

this Applicat ion and t o  execut e t he necessary document s associat ed

therewith

Authorizing SSVEC to  use the proceeds of the Credit  Facility for  the

purposes described in this Application and the CWP

20254702
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Finding tha t the  Credit Facility is  reasonably necessa ry and appropria te  for

the  purposes  described in this  Applica tion and tha t such purposes  a re  not

wholly or in part, reasonably chargeable  to opera tive  expenses  or to income

Authorizing S S VEC to ple dge , mortga ge , lie n a nd/or e ncumbe r its  re a l

prope rty a nd utility pla nt a nd a s s e ts  a s  s e curity for the  Cre dit Fa cility a s

required by the  CFC, and

Finding tha t the  Cre dit Fa cility is  for la wful purpos e s  with in  S S VEC's

corpora te  Powers , compa tible  with the  public inte re s t, with sound financia l

pra ctice s , a nd with prope r pe rforma nce  by SSVEC of s e rvice  a s  a  public

s e rvice  corpora tion, a nd will not impa ir S S VEC's  a bility to pe rform the

service

SSVEC furthe r reques ts  tha t the  Commiss ion expedite  its  review and approva l of

this  Applica tion, and tha t the  Applica tion be  approved without a  hearing

RESPECTFULLY SUBMITTED this  27th da y of J uly, 2007

S NELL & WILMER L.L.P

17 By

20

Bra dle  S . ca rro ll
Kris tofYfer P. Kiefer
One  Arizona  Center
400 East Van Buren
Phoe nix. Arizona  85004-2202
Attorne ys  for S ulfur S prings  Va lle y Ele ctric
Coopera tive , Inc

22 ORIGINAL a nd 16 copie s  file d this
27th day of July, 2007, with
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Docke t Control
ARIZGNA CORP ORATION COMMIS S ION
1200 West Washington
Phoe nix. Arizona  85007

2025470.2
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1 COPY of the  foregoing hand-de live red
this  27th day of July, 2007, to

3

4

Lyn Fa rmer, Chie f Adminis tra tive  Law Judge
He a ring Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoe nix. Arizona  85007

6

7

Ernest G. Johnson. Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoe nix. Arizona  85007
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Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoe nix. Arizona  85007
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Notinvnul Rural Utilities
Couperotive Finance Cowrporcalion

2201 Cnoperqlive Way
Herndon, Virgfnicl 2017 .1-302.5
703-709-6700 } w'ww.nrucfc.covp

AK 'li1uUl1$DDN4\ Erlurni" Cmp::r.al.ive

July 11, 2007

Mr. Cwedeln W. Huber
General Manager
Sulfur Strings Valley Electric Cooperative

311 East Wilcox
Sierra Vi$1§8,, AZ 85635

RE: Loan Designation AZ014-V-9033

Dear Mr. Huber

We are pleased to inform you that National Rural Uti l i t ies Cooperative Finance
Corporation (CFC) has approved a new credit facility for your company. The CFC
documents for the facility are enclosed for execution

As a condition of CFC's credit commitment. all of the enclosed documents must be
executed by your cooperative and received by CFC 90 days of the date of this
letter. CFC's credit commitment is dependent upon the execution of the CFC documents
by your cooperative and their receipt and acceptance by CFC. CFC will notify you after
its receipt of the documents regarding the status of this facility

Please note that the attached doomnents have been transmitted only to your cooperative
If you would like us to send a copy to your attorney or if you have any other questions
please contact me or the legal department contact listed in the enclosed instructions

We at CFC appreciate the opportunity to do business with. you and look forward to
serving your financial needs 'm the fuhrre

Eileen Icier
Associate Vice President

Enclosures

l l l H N l all llll\l lllllllllllll l  l l I'll
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 2007*09

VALLEY ELECTRIC COOPERATIVE (hereinafter called
fol lowing are true and correct copies of  resolutions duly adopted by the board of
directors of the Cooperative at a meeting held on June 27, 2007; (iii) the meeting was
duly and regularly called and held in 'accordance with the articles and bylaws of the

incorporated, validly existing and in good

I, Curtis Nolan, do hereby certify that.(i) I am the Secretary of SULPHUR SPRINGS
the "Gooperative"), (i i) the

Cooperative; (iv) the Cooperative is duly
standing under the laws of the State of its incorporation and there is no pending or

or
dissolution of the Cooperative; (v) none of the following resolutions has been rescinded
or modified as of this date; and (vi) the persons authorized below have been duly elected
or appointed to their respective positions:

contemplated proceeding for the merger. consolidation, sale of assets or business

RESOLVED, that the Cooperative borrow from National Rural Utilities Cooperative
Finance Corfioratiori (CFC,"from time to time ah determined by the officers or
proper persons designated by the board of  directors of  the Cooperative, an
aggregate amount not to exceed $70,780,000.00, and purchase with general funds
e Loan Capital Term cerrincate, if required, in an amount not to exceed the amount
set forth in the loan agreement governing such loan (the "Loan Agreement°'), and

RESOLVED, that the proceeds of this loan be Used for the purpose set forth in the
Loan Agreement, and

RESOLVED, that the indiv iduals l isted below are hereby authorized, af ter
approval of the Arizona Corporation Commission, to execute and to deliver to
CFC the fol lowing documents (including as many counterparts as may be
required):

a) the Loan Agreement in such form as
negotiate with CFC, and

the off icers authorized herein may

b) one or more secured promissory notes payable to the order mf National Rural
Utilities Cooperative Finance Corporation, which in the aggregate equal the
principal amount of $70,780,000.00, in such form as the officers authorized
herein may negotiate with CFC, and

c) a mortgage and security agreement with CFC as mortgagee. in such form as
the officers authorized herein may negotiate with CFC.

r

CFC INCUMB
AZ014-V-9003 (JABLONJ)
112156-1
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RESOLVED, that each of_the following individuals is hereby authorized in the
name and on behalf of the Cooperative to execute and to deliver all such other
documents and instruments as may be necessary or appropriate, to make all
payments, and to do all such other acts as in the opinion of such authorized
individual acting may be necessary or appropriate in order to carry out the
purposes and intent of the foregoing resolutions

OffiCe or Title

President

Vice President

Secretary

Treasurer

Chief Executive Offi

Name (typed or printed)

Gene Marring

Kathy Thatcher

Curtis Nolan

Pat v. English

Cruder W. Huber

IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the
Cooperative this 27*'" day of June, 2007

( Secretary

(SEAL)

Page 2of 2CFC INCUMB
A2014-V-9003 (JABLONJ)
112155-1 200749
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AND

SECURITY AGREEMENT

Made By And Between

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

Mortgagor

and v

NATrONAL RURAL UTILITIES
COOPERATIVE F!NANCE CORPORATION

Mortgagee

Dated as of

R u

THIS INSTRUMENT GRANTS A SECURITY INTEREST
IN A TRANSMVITING UTILITY.

THIS INSTRUMENT CONTAINS FUTURE ADVANCE PROVISIONS
MADE BY THE MORTGAGEE TO THE MORTGAGOR

AND FUTURE OBLIGATIONS OF THE MORTGAGOR TO THE MQRTGAGEE.

n~A-if

;
I THIS INSTRUMENT CONTAINS AFTER-ACQUIRED PROPERTY PROVISIONS.

THE MORTGAGOR'S ORGANIZATIONAL IDENTIFICATION NUMBER DS:0038220-2

THIS INSTRUMENTWAS DRAFTED BY JAMES J. JABLONSKI, ESQ
OF NATIONAL RURAL UT1L\TlES COOPERATIVE FINANCE CORPORATION

2201 COOPERATIVE WAY, HERNDON, VIRGINA 20171
MQRTGA(3EI8'3 TELEF'HONE NUMBER IS 1-800-424~2954

CFC? MORTG
A2014-V~9D33 (MCGHEEM)
112881 -1
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TABLE OF CONTENTS

Page
ARTICLE I

Section 1.01

Section 1.02

inmations

Construction of Mor@lage

ARTICLE Ii

SECURITY

5eGiior12.01

Section 3.01

Seoticm 3.02

Granting Clause

ARTICLE III

ADDITIONAL SECURED NOTES

Additional Secured Notes

Maximum Debt Limit

ARTICLE IV
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Section 4.01 Authority to Execute and Deliver Notes and Mortgage
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and Remove Liens

Section 4.03

Section 4.04

Section 4.05

Section 4.06
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Payment of Notes
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Maintenance of Mortgaged Property

CFC MORTG
A2014-V-9033 (MCGHEEM)
112861-1
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TABLE OF CONTENTS, Continued
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Section 4.07 Insurance: Restoration of Damaged Mortgaged Property
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ARTICLE V

REMEDIES OF THE MORTGAGEE

Section 5.01 Events of Default 17

Section 5.02 Acceleration of Maturity, Rescission and Annulment

Section 5,03
18

Section 5.04
19

Section 5.05
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CFC MORTG
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Section 7.04
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RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of
("Mortgage") is made by and between SULPHUR

SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (hereinafter called the "Mortgagor")
a corporation existing under the laws of the State of Arizona, and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION (hereinafter called "CFC" or the
Mortgagee"), a cooperative association incorporated under the laws of the District of
Columbia

WECITALS

WHEREAS, the Mortgagor and CFC are parties to the Original Mortgage

WHEREAS, the Mortgagor has heretofore borrowed funds from the Mortgagee
pursuant to one or more outstanding Loan Agreements, has duly authorized, executed
and delivered to CFC the Outstanding Notes, and has secured the Outstanding Notes by
the Original Mortgage

WHEREAS. this Mortgage,while preserving the priority of GFC's lien under the
Original Mortgage, restates and consolidates the Original Mortgage -and secures the
payment of Outstanding Notes and Current Notes (as identified more particularly in the
Instruments Recital), and further secures the payment of any Additional Notes

WHEREAS., the Mortgagor has decided to'borrow funds from the Mortgagee
pursuant to the.Current Loan Agreement

WHEREAS, pursuant to the Gurrent Loan Agreement, Mortgagor has duly
authorized, executed and delivered to the Mortgagee one or more Current Notes to be
secured by the mortgage of the property hereinafter described

WHEREAS, it is contemplated that the Current Notes, the Outstanding Notes and
the Additional Notes shall be secured by this Mortgage; and

WHEREAS, the Mortgagor and the Mortgagee are authorized to enter into this
Mortgage

now, THEREFORE, the parties hereto, in consideration of the mutual covenants
contained herein, do agree as follows

ARTICLE I

DEFlNMONS

Section 1.D1. Definitions. Capitalized terms used in this Mortgage shall have
the meanings specified below. Any capitalized terms used in this Mortgage and not
defined below or elsewhere herein shall have the meanings assigned to them under the
Uniform Commercial Code Of the jurisdiction governing construction of this Mortgage
unless the context clearly requires othenn/iss..The terms defined herein include the plural
as well as the singular and the singular as well as the plural

CFC MORTG
AZD14-V-9033 (MCGHEEMJ
112881 -1
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Accounting Requirements shall mean any system of accounts prescribed by a
federal regulatory authority having jurisdiction over the Mortgagor or, in the absence
thereof, the requirements of generally accepted accounting principles applicable to
businesses similar to that of the Mortgagor

Additional Notes shall mean any Notes issued by the Mortgagor to CFC pursuant
to Article Ill of this Mortgage including any refunding, renewal, or substitute Notes which
may from time to time be executed and delivered by the Mortgagor pursuant to the terms
of Article Ill and all other evidences of indebtedness by the Mortgagor to CFC including but
not limited to line of credit agreements, agreements to issue one or more letters of credit
on behalf of the Mortgagor, aNd any similar agreements to extend credit or otherwise to
provide credit' facilities to the Mortgagor, including all amendments, supplements and
emersions thereto

Business Day shall mean' any day that both CFC and the depository institution
CFC utilizes for funds transfers are both open for business

CFG is defined in the recitals to this Mortgage and shall include its successors and
assigns

Current Loan Agreement means that certain loan agreement by and between
CFC and' the Mortgagor identified as such in the Instruments Recital, together with all
amendments. supplements thereto and reStatements thereof

Current Notes shall mean all Notes iderutitied as such in the Instruments Recital
and issued under the Current Loan Agreement

Debt Service Coverage Ratio ("DSC") shall mean the ratio determined as
follows: for any calendar year add (a) Operating Margins, (b) Non-Cipeieting Margins
interest, (c) interest Expense. (d) Depreciation and Amortization Expense for such year
and (e) cash received in respect of generation and transmission and other capital credits
and divide the Sum so obtained by the Sumof all payments of Principal and Interest
Expense required to be made during such calendar yean provided, however, that in the
event that any Long-Term Debt has been refinanced during such year the payments of
Principal and Interest Expense required to be made during such year on account cf such
Long~Terrn Debt shell be based (in lieu of actual payments required to be made on such
refinanced debt) upon the larger of (i) an annualization of the payments required to be
made with respect to the refinancing debt during the portion of such year Such refinancing
debt is outstanding or (ii) the payment at Principal and interest Expense required to be
made during the following year on account of such refinancing debt

Depreciation and Amortization Expense shall mean an amount constituting the
depreciation and amortization of the Mortgagor as computed pursuant to the Accounting
Requirements

Equities and MarginS shall mean Mortgagor's equities and margins computed
pursuant to the Accounting Requirements

Equity shall mean the aggregate of Mortgagor's Equities and Margins as
computed pursuant to the Accuuriting Requirements

CFG MORTG
AZ.G14~V-9033 (MCGHEEM)
112881 -1
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Event of Default shall have the meaning specified in Section 5.01 hereof.

Excepted Property shall mean the property, if  any, identif ied or\Appendix C
hereto.

Fiscal Year shall mean the fiscal year of the Mortgagor

Instruments Recital shall mean Appendix A hereto.

Interest Expense shaft mean an amount constituting the interest expense with
respect to Total Long-Terrri  Debt of  the Mortgagor as computed pursuant to the
Accounting Requirements. In computing IntereSt Expense, these shall be added, to the
extent not otherwise included, an amount equal to 33~1/3% of the excess of Restricted
Rentals paid by the Mortgagor over two percent (2%) of the Mortgagor's Equities and
Margins.

Lien shall mean any statutory or common law consensual or non-<30nser\sual
mortgage, pledge, security interest, encumbrance, H9116 right of set off, claim or charge cf
any kind, including, without l imitation, any conditional sale Or other title retention
transaction, any .lease transaction in the nature thereof and any secured transecrlion under
the Uniform Commercial Code. .

Loan Agreement shall mean, collectively;

8) the Outstanding Loan Agreement;

b) the Current Loan Agreement; and

c) any Qther loan agreement executed by and between' the Mortgagor and CFC
in connection with the execution and delivery of any Notes secured hereby.

Long-Term Debt shall mean any amount included in Total Long-Term Debt
computed pursuant tithe Accounting Requirements.

Long-Term Leases shall mean leases having unexpired terms (taking into
account terms of renewal at the option of.the lessor. whether or not such leases have
previously been renewed) of more than 12 months.

Maximum Debt Limit shall mean the amount more particularly described in
Appendix A hereto. .

Mortgaged Property shall have the meaning specified in Section 2.01 hereof.

Mortgagee shall mean CFC, its successor and assigns.

Non-Operating Margins--Interest shal l  mean the amount of  non-operating
margins-interest of Mortgagor as computed pursuant to the Accounting Requirements.

r
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Note or Notes shall mean'one or more of the Current Notes, and any other
Outstanding or Additional Notes secured under this Mortgage

Operating Margins shall mean the net amount of operating revenue and
patronage capital less the total cost of electric service of the Mortgagor as computed
pursuant to the Accounting Requirements

Ori anal Mortgage shall mean that certain Restated Mortgage and Security
Agreement dated as of March 19, 2004, entered into betWeen the Mortgagor and.cFc'
and as supplemented, amended or restated, identified in the Instruments Recital

Outstanding Loan Agreements shall mean those loan agreements between
Mortgagor and CFC identified as such in the Instruments Recital

Outstanding Notes shell mean all Notes identified he such the Instruments
Recital

in

PermittedEncumbrances shallmean

(i) any Liens for taxes, assessments or geverrimental charges for the current
year and taxes. assessments or governmental charges due but not yet delinquent'

(ii) Liens for workmen's compensation awards and similar obligations not then
delinquent

(iii) mechanics', laborers', materialmen's and similar Liens not then delinquent
and ny such Liens, whether or not delinquent, whose validity is at the time being
contested in good faith

(iv) Liens and charges incidental to construction or current operation which
have not been filed or asserted or the payment of which has been adequately
secured or which, in the opinion of counsel to the Mortgagor are insignificant in
amount

(v) . Liens securing obligations not assumed by the Mortgagor and on account
of which it does not pay and does not expect to pay interest, existing upon real
estate (or rights in or relating to real estate) over or in respect of which the
Mortgagor has a right-of-way or other easement for substation, transmission
distribution or other right-of-way purposes

(vi) any right which the United .States of America or any state or municipality or
by virtue of any franchise, license

contract or statute to purchase, or designate a purchaser of, or order the sale of
any property of the Mortgagor upon payment of reasonable compensation therefor
or upon reasonable compensation or conditions to terminate any franchise, license
or other rights before' the expiration date hereof or to regulate the property and
business of the Mortgagor;

governmental body or agency may have

(vii) attachment of judgment Liens covered by insurance (to the extent of the
insurance coverage), or upon appeal and covered by bond'

CFC MORTG
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(viii) deposits or pledges. to secure payment of workmen's compensation
unemployment insurance, old age pensions or other social security

(ix) deposits or pledges~to secure performance of bids, tenders, contracts
(other than contracts for the payment of borrowed money), leases, public or
statutory obligations

(x) surety or appeal bonds, and other deposits or pledges for purposes of like
general nature in the ordinary course of business

(xi) easements or reservations in respect to any property for the purpose of
transmission and distribution lines and rights-of-way and similar purposes, zoning
ordinances, regulations, reservations, restrictions, . covenants, party wail
agreements, conditions of record and other encumbrences (other then to secure
the payment of money), none of which in the Opinion of counsel to the Mortgagor is
such as to interfere with the proper operation of the property affected thereby

(xii) the burdens of any law or governmental organization or permit requiring the
Mortgagor to maintain certain facilities or perform certain acts as a condition of its
occupancy of or interference with any public land or any river, stream or other
waters or relating to environmental matters

(xiii) any Lien or encumbrance for the discharge of which moneys have been
deposited in trust with a proper depository toappiy such moneys to the discharge
of such Lien or encumbrances

(xiv) any Lien reserved as security for rent or compliance with other provisions
of the lease in case of any leasehold estate meds, or existing on property acquired
in the ordinary course of business or in connection with Restricted Rentals
permitted by Section 4,03; and

(xv) Liens for purchase money indebtedness permitted by Section 4.03

Principalshall mean the amount of principal billed on account of Total Long-Term
Debt of Mortgagor as computed pursuant to the Accounting Requirements

RestrictedRentals shall mean all rentals required to be paid .under finance leases
and charged to income, exclusive of any amountspaidunder any such lease (whether or
not designated therein he rental or additional rental)~for maintenance or repairs, insurance
taxes. assessments, water rates or similar charges. For the purpose of this definition, the
Leilll finance lease" shall mean any lease having a rental term (including the term for
which such lease may be renewed or extended at the option of the lessee) in excess of 3
years and covering property having en initial cost in excess of $250,000 other than
automobiles, trucks, trailers, other vehicles (including without limitation aircraft and ships).
office. garage and warehouse space and office equipment (including without limitation
computers) .

Security Interest shall mean any assignment, transfer, mortgage, hypothecation
or pledge

CFC NIORTG
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Subordinated Indebtedness shall mean indebtedness of the Mortgagor, payment
of which shall be subordinated to the prior payment of the Notes by subordination
agreement in tom and substance satisfactory to the Mortgagee, which approval will not be
unreasonably withheld

Total Assets shall mean an amount constituting total assets of the Mortgagor
computed pursuant to the Accounting Requirements

Total Long-Term Debt shall mean an amount constituting the long-term debt of
the Mortgagor as computed pursuant to the Accounting Requirements

Total utility Plant shall mean the amount constituting the total utility plant of the
Mortgagor computed in accordance with the Accounting Requirements.

Uniform Commercial Code shall mean the Uniform Commercial Code of the
jurisdiction govaming construction of this Mortgage. 4

Section 1.02. ConstructiOn of  Mortgage. Accounting terms used in this
Mortgage and not referred to above shall have the meanings assigned to them under
generally accepted accounting principles. The singular shall include the plural. and vice
versa, as the context requires.

ARTICLE ll

SECURIW

Section 2.01. Granting Clause. In order to secure the payment of the principal of
and interest on and any other amount due under the Notes, according to their tenor and
effect, and further to secure the due performance of the covenants, agreements and
provisions contained. in this Mortgage and the Loan Agreement and to declare the terms
and conditions upon which the Notes are to be secured, the Mortgagor, in consideration of
the premises, has executed and delivered this Mortgage, and has granted, bargained,
sold, conveyed, warranted, assigned, transferred, mortgaged, pledged and set Over, and
by these presents does hereby grant, bargain, sell, convey, warrant, assign, transfer,
mortgage, pledge and set over unto the MortgageS, and the Mortgagor does hereby grant
to the Mortgagee, for the purposes herein expressed, a security interest in the following
properties, assets arid rights of the Mortgagor, wherever located, whether now owned or
hereaf ter acquired or arising, end al l  proceeds and products thereof  (hereinaf ter
sometimes called the "Mortgaged Property"):

I

All right, title and interest of the Mortgagor in and to the electric generating plants
and facilities and electric transmission and distribution lines and facilities now owned by
the Mortgagor and located in the counties listed in Appendix B hereto, or hereafter
constructedor acquired by the Mortgagor, wherever located, and in and to ell extensions
and improvements thereof and additions thereto, including any and- all other property of
every kind, nature and description, used, useful or acquired for use by the Mortgagor in

CFC MORTG
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connection therewith, and including, without limitation, the property described in the
property schedule listed on or attached to Appendix B hereto,

I

ll

All right, title and interest of the Mortgagor in, to and under any and all grants,
privileges, rights of way and easements now owned, held, leased, enjoyed or exercised, or
which may hereafter be owned, held, leased, acquired, enjoyed or exercised, by the
Mortgagor for the purposes of, or in connection with, the cons'a'uction or operation by or on
behalf of the Mortgagor of electric transmission or distribution lines or systems, whether
underground or overhead or otherwise, or of any electric generating plant, wherever
located;

Ill

Nl right, title -and interest of the Mortgagor in, to and under any and all licenses,
franchises, ordinances. privileges and permits heretofore granted, issued or executed, or
which may hereafter be granted, issued or executed, to it or lo its assignors by the United .
States of America, or by any state, or by any county, towNship, municipality, village or
other political subdivision thereof, or by any agency, board, commission or department of
any of the foregoing, authorizing the construction, acquisition or operation of electric
transmission or distribution linesor systems, or any electric generating plant or plants,
insofar as the same may by law be assigned, granted, bargained, sold, conveyed,
transferred, mortgaged or pledged, . .

1

IV

. All right, title and interest of the Mortgagor in, to and under all personal property

and fixtures of every kind and nature including without limitation all goods (including
inventory, equipment and any accessions thereto), instruments (including promissory

investment properly (including certificated .arid uncertiticated securities,
notes), documents, accounts. chattel paper, deposit accounts, letter-of-credit rights.

security
entitlement and securities accounts), software, general intangibles, supporting
obligations. any other contract rights or rights to the payment of money, insurance claims
and proceeds (as such terms are defined in the applicable Uniform Commercial Code;
provided.however, that the term "instrument" shall be such term as defined in Article Q of
the applicable Uniform Commercial Code rather than Article 3),

V

All right, title and interest of the Morlgagcr in, to and under any and all agreements,
leases or contracts heretofore or hereafter executed by and between the Mortgagor and
any person, firm or corporation relating to the Mortgaged Property (including contracts for
the lease, occupancy or sale of the Mortgaged Property, or any portion thereof); .

I
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All right, title and interest of the Mortgagor in, to and under any and all books
records and correspondence relating to the Mortgaged Property, including, but not limited
to: all records. ledgers, leases and computer and automatic machinery software and
programs, including 'without limitation. programs, databases, disc or tape files and
automatic machinery print outs, runs and other computer prepared information indicating
summarizing evidencing or otherwise necessary or helpful in the collection of or realization
on the, MortQaged Property

Also, all right, title and interest of the Mortgagor in and to all other property, real or
personal, tangible or intangible, of every kind, nature and. description, and wheresoever
situated, now. 0wried~or hereafter acquiredby the Mortgagor, it being the intention hereof
that all such property now owned but not speciticelly described herein or acquired or held
by the Mortgagor after the date hereof shall be as fully embraced within and subjected to
the lien hereof as if the same were now owned by the Mortgagor and were specifically
described herein to the extent only, however, that the subjection .of such properly to the
lien hereof shall not be contrary to law

Together with all rents, income, revenues, profits, cash, proceeds and benefits at
any time derived, received or had from any and all of the above-described property Er
business operations of the Mortgagor, to the fullest extent permitted by law

Provided, however, that no automobiles, trucks, trailers, tractors or other vehicles
(including, Without limitation, aircraft or ships, if any),which are titled and/or registered in
any state of the United States and owned or used by the Mortgagor shall be included in
the Mortgaged Properly

TD HAVE AND TD HULD all and singular the Mortgaged Properly unto the
Mortgagee and its assigns forever, to secure equally and ratably the payment of the
principal of and interest on and any other amount dueunderthe Notes, according to their
tenor and effect, without preference, priority or distinction as to interest or principal (except
as otherwise specifically provided herein) or as to lien or otherwise of any Note over any
other Note by reason of the priority in time of the execution, deliverer maturity thereof or

of the assignment or negotiation thereof, or otherwise, and to secure the due performance
of the covenants; agreements and provisions herein and in the Loan Agreement
contained, and for the uses and purposes and upon the terms, conditions, -provisos and
agreements hereinafter expressed and declared

ARTICLE ll!

ADDITIONAL SECUREDNOTES

Section3.01. AdditioNal Secured Notes. Without the prior ccinserit of the
Mortgagee, -the Mortgagor may issue Additional Notes to the united States of America
acting by and through the administrator of true Rural Utilities Service (including its

CFC MORTG
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\

successors and assigns) which Notes wit! thereupon be secured equally and ratably with
the notes if the following requirements are satisfied:

(A) As evidenced by a certificate of an independent certified public accountant
delivered to the Mortgages. the Mortgagor shell have achieved (1) for each of the
two calendar years preceding, or any two Consecutive 12 month periods ending
within 180 days preceding the issuance of such Notes, a DSC of not less than 1.85
and (2) Equity of not less than twenty percent (20%) of Total Assets after 'asking
into consideration such new indebtedness and the assets created by such
indebtedness: and

(B) No Event of Default or any event which with the giving of notice or lapse of
time or both would became an Event of Default has occurred and is continuing
hereunder. The lvlertgagor shell also have the right without the consent of the
Mortgagee, so long as an Event of Default or any event which with the giving of
notice or laps Of time or both would become an Event of Default, hes not 0Gcurred
and is continuing hereunder. to issue Additional Notes for the purpose of refunding
or refinancing any Notes so long as the total amount of outstanding indebtedness
evidenced by any such Additional Note is not greater than 105 percent of the Note
being refunded Or retinenced.

Notwithstanding the foregoing, CFC may offer additional credit facilities to be
secured hereunder,and the Mortgagor may issue Additional Notes to CFC in connection
therewith, which Notes will thereupon be secured equally and ratably with the Notes,
without the Mortgagor meeting the above requirements

Section 3.02. Maximum Debt Limit.. The Notes at any one time secured by
this Mortgage shall not in the aggregate principal amount exceed the Maximum Debt
Limit.

ARTICLE N i

PARTICULAR COVENANTS OF THE MORTGAGOR
\

The Mortgagor covenants with the Mortgages as follows:

Section 4.01. Authority to Execute and Deliver Notes and Mortgage; All
Action Taken; Enforceable Qbiigetions. The Mortgagor is authorized under its articles
of incorporation arldbylaws and all applicable raws and by corporate acliurrto execute and
deliver the Notes and this Mortgage; and the Notes and this Mortgage are, and any
Additional Notes when executed and delivered wil l  be, the valid and enforceable
obligations of the Mortgagor in accordance with their respective terms,

Sect ion 4.02.  Author i ty to Mortgage Proper ly;  No Liens;  Except ion for
Permitted Encumbrances; Mortgagor to Defend Ti t le and Remove Liens. The
Mortgagor warrants that it is the owner of, or has other rights in the Mortgaged Property,
that it has good, right and lawful authority to mortgage the Mortgaged property for the
purposes herein expressed, and that the Mortgaged Property is free and clear of any Lien
affecting the title thereto, except the lien of this Mortgage and Permitted Erlcurnbranczes.
Except as to Permitted Encumbrances, the Mortgagor will, so long as any of the Notes

r

!
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I

shall be outstanding, maintain and preserve the lien of this Mortgage superior to all other
Liens affecting the Mortgaged Property and will forever warrant and defend the title to the
Mortgaged Property against any and all claims and demands, Subject to the provisions of
Section 4.03, or unless approved by the Mortgagee, the Mortgagor will purchase all
materials, equipment and replacements to be incorporated in or used in connection with
the Mortgaged Property outright and not subject to any conditional sales agreement,
chattel mortgage, bailment, lease or Other agreement reserving to the seller any right, title
or Lien. Except as to Permitted Encumbrances, the Mortgagor will promptly pay or
discharge any and all obligations for or on account of which any such Lien or charge might
exist or could be created and any and all lawful taxes, rates, levies, assessments, Liens,
claims or other charges imposed upon or accruing upon any of the Moraga or's property
(whether taxed to the Mortgagor or to the Mortgagee), or the franchises, earnings or
business of the Mortgagor, as and when the same shall become due and payable;
provided. however, that this provision shall not be deemed to require the payment or
discharge of any tax, rate, levy, assessment or other governmental charge while the
Mortgagor is contesting the validity thereof by appropriate proceedings in good faith and
so long as it shall have set aside on its books adequate reserves with respect thereto.

!

Section4.03. Additional Permitted Debt. Except as permitted by Section 8.01
hereunder and the Loen Agreement, the Mortgagor she!! not irlcur`, assume, guarantee or
otherwise become liable in respect of any debt (including Subordinated Indebtedness)
other than the following:

(1) Purchase money indebtedness in nonelectric utility property, in an
amount not exceeding ten percent (10%) of Total Utility Plant or fifty
percent (50%) of Equity. whichever is greater:

(2) . Restricted Rentals in an amount not to exceed f`we percent (5%) of
Equity during any 12 consecutive calendar month period,

(3) Unsecured current debt and lease obligations incurred in the
ordinary course of business including accounts payable for goods
and services, and

(4) Unsecured indebtedness.

Section 4.o4. Payment of Notes. The Mortgagor will duly and punctually pay
the principal of (premium, if any) and .interest on the Notes at the dates and places and in
the manner provided therein, and all other sums becomiNg due hereunder. `

Section 4.05. Preservation of Corporate 'Existence and Franchises. The
Mortgagor will, so long as any of the Notes are outstanding, take or cause to be taken all
such action as from time to time may be necessary to preserve its corporate existence and
to preserve and renew all franchises, rights of way, easements, permits, and licenses now
or hereafter to be granted or upon it conferred, and will comply With all valid laws,
ordinances, regulations and requirements applicable to it or its property.

Section 4.06. Maintenance of Mortgaged Property. 80 long as the Mortgagor
holds title to the Mortgaged Property, the Mortgagor will at all times maintain and preserve
the Mortgaged Property in good repair, working order and condition. ordinary wear and

CFC MORTG
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tear and acts of God excepted, and in compliance with all applicable laws, regulations and
orders, and will from time to time make all necessary and proper repairs, renewals, and
replacements, and useful and . proper alterations, additions, betterments. and
improvements, and will, subject to contingencies beyond its reasonable control, at all times
keep its plant and properties in continuous operating condition and use all reasonable
diligence to furnish the consumers sewed by it through the Mortgaged Property, or any
part thereof, with an adequate supply of electric energy and other services furnished by
the Mortgagor. If  any substantial part of  the Mortgaged Property is leased by the
Mortgagor to any other party, the lease agreement between the Mortgagor and the lessee
shall obligate the lessee to Comply with the provisions of this Section in respect of the
leased facilities and permit the Mortgagor to operate the leased facilities in the event of
any failure by the lessee to so comply.

The foregoing insurance coverage shall be obtained by means of bond and policy
forrhs approved by regulatory authorities. and, with respect to insurance upon any part of
the Mortgaged Property, shall prov ide (unless waived by the Mortgagee) that the
insurance shall be payable to the Mortgagee as its interest may appear by means of the
standard mortgagee clause without contribution, Each policy or other contract for such
insurance shall contain an agreement by the insurer that, notwithstanding any right of
cancellation reserved to such insurer, such policy or contract shall continue in force for at
least thirty (30) days after written notice to the Mortgagee of cancellation.

promptly replace or restore such damaged destroyed or lost port ion so that the

Section 4.07. InsuraNce; Restoration of Damaged Mortgaged property. The
Mortgagor will take out, as the respective risks are incurred, and maintain the classes and
amounts of insurance in conformance with generally accepted utility industry standards for
such classes and amounts of coverage of util ities of the size and character of the
Mortgagor.

In the event of  damage to or the destruction or loss of  any port ion of  the
Mortgaged Property, unless the Mortgagee shall otherwise agree, the Mortgagor shall

Mortgaged Property shall be in substantially the same condition as it was in prior to such
damage, destruction or loss, and shall apply the proceeds of the insurance for that
purpose. . .

sums recovered under any policy or fidelity bond by the Mortgagor for a loss of
funds advanced under the Notes or recovered by the Mortgages for any loss under such
policy or bond shall, unless otherwise directed by the Mortgagee, be applied to the
prepayment of the Notes p__ro rata according to the unpaid principal amounts thereof (such
prepayments to be applied to such notes and installments thereof as~ may be designated
by the Mortgages at the time of any such prepayment), or be used to construct or acquire
facil i t ies which wil l  become part of  the Mortgaged Property. At the request of  the
Mortgagee, the Mortgagor shall exercise such rights and remedies which it may have
under such policy or fidelity bond and which may be designated by the Mortgagee, and the
Mortgagor hereby irrevocably appoints the Mortgagee as its agent to exercise such rights
and remedies under such policy or bond as the Mortgagee may . choose, and the
Mortgagor shall pay all costs and expenses incurred by the Mortgagee in connection with
such exercise.

CFC MORTG
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Section 4.08. Mortgagee Right  t o  Ex pend m an y  to  Protec t  Mor tgaged
Property. The Mortgagor agrees that the Mortgagee from time to time hereunder may in
its sole discretion, but shall not be obligated to, after having given five (5) Business Days
prior written notice to Mort agar, advance funds on behalf of Mortgagcr, in order to insure
Mortgagor's compliance with any covenant, warranty, representation or agreement of
Mortgagor made in or pursuant to this Mortgage or any Loan Agreement, to preserve or
protect any right or interest of the Mortgages in the Mortgaged Property or under or
pursuant to this Mortgage or any Loan Agreement, including without limitation, the
payment of any insurance premiums or taxes and the satisfaction or discharge of any
judgment or any Lien upon the Mortgaged" Property or other property or assets of
Mortgagor; provided, however, that the making of any such advance by the Mortgagee
shall not constitute a waiver by the Mortgagee of any Event of Default with respect to
which such advance is made nor relieve the Mortgagor of any such Event of Default.
Notwithstanding the foregoing, if, in the sole discretion of Mortgagee, a situation arises
which requires immediate action by Mortgagee to preserve and protect any of the
Mortgaged Property given to secure the obligations secured by this Mortgage, Mortgages
shall be free to take such action as it reasonably deems appropriate to preserve and
protect such Mortgaged- Property without delivery of prior written notice to Mortgagor, or if
such notice has been delivered, without waiting for the expiration of the aforementioned
grace period. The Mortgagor shall pay to the Mortgages upon demand all such advances
made by the Mortgagee with interest thereon at a rate equal to the Mortgagee's rate at
such time for short-term loans but in no event shall such rate be in excess of the maximum
rate permitted by applicable law- All such advances shall be included in the obligations
and secured by this Mortgage. .

s

l

Section 4.09. Further Assurances to Confirm Security bf Mortgage. Upon the
wri tten request of  the Mortgages, the Mortgagor shal l  promptly make, execute,
acknowledge and deliver or cause to be made, executed, acknowledged and delivered all
Such further and supplemental indentures of mortgage, deeds of trust, Mortgages,
f inancing statements and amendments thereto (including continuation statements),
security agreements, pledge agreements, stock Powers or other such instruments of
transfer or assignment duly executed in blank, stock certif icates or other securities
representing any of the Mortgaged Property, instruments (including any promissory notes
held or acquired by the Mortgagor, duly endorsed and assigned.to the Mortgages) and
conveyances as may reasonably be requested by the.Mortgagee, and take or cause to be
taken all such further action as may reasonably be requested by the Mortgages to insure
the attachment, perfection and first priority of, and the ability of the Mortgages to enforce,
the Mortgagee's lien on and security interest in any or all of the Mortgaged Property. The
Mortgagor will cause this Mortgage and any and all supplemental indentures of mortgage,
mortgages and deeds of trust and every security agreement, f inancing statement,
amendment thereto (including continuation statements) and every additional instrument
which shall be executed pursuant to the foregoing provisions forthwith upon execution to
be recorded and filed and re-recorded and re-filed as conveyances and mortgages and
deeds of trust of and security interests in real and personal property in such manner and in
such places as may be required by law or reasonably requested by the Mortgagee in order
to insure the attachment, perfection and first priority of, and the ability of the Mortgages to
enforce, the Mot"tgagee's lien on and security interest in any or all of the Mortgaged
Property.

CFC MORTG
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Section 4.10. Application Of Proceeds from condemnation. In the event that
the Mortgaged proper or any part thereof shall be taken under the power of eminent
domain, all proceeds and avails therefrom may be used to finance construction of facilities
secured or to be secured by this Mortgage. Any proceeds not so used shall forthwith be
applied by the Mortgagor: first, to the ratable payment of any indebtedness secured by this
Mortgage other than principal of or interest on the Notes; second. to the ratable payment
Of interest which shall have accrued on the notes and be unpaid, third, to the ratable
paymentof or on account of the unpaid principal of the Notes, to such installments thereof
as may be designated by the Mortgagee at the time of any such payment and fourth, the
balance shall be paid to Mortgagor or whoever shall be entitled thereto

Section 4.11. Compliance with Loan Agreement. The Mortgagor will observe
and perform all of the covenants, agreements, terms and conditions contained in any Loan
Agreement entered into in connection with the issuance of any of the Notes, as from time
to time amended

Section 4.12. Rights of Way, etc. The Mortgagor will use its best efforts to
obtain all such rights of way, easements from landowners and releases from lien holders
as shall be necessary or advisable in the conduct of its business, and, if requested by the
Mortgagee, deliver to the Mortgagee evidence satisfactory to it that it has obtained such
rights of way, easements or releases

section 4.13. Mortgagor's Legal status. (a) The Mortgagor represents
warrants, covenants and agrees that: (i) the Mortgagor's exact legal name is that indicated
on the signature page hereof, (i i) the Mortgagor is an organization of the type and
organized in the jurisdiction set forth on the first page hereof, (iii) the cover page hereof
accurately sets forth the l\Aortgagor's organizational identification number or accurately
states that the ivlortgagor has none and (iv) Section 7.04 hereof accurately sets forth the
Mortgagor's place of business or, if more than one, its chief executive office as well as the
Mortgagor'a mailing address if different

(b) (i) The Mortgagor will not change its name. its place of business or, if more
than one, chief executive otfiee, or its mailing address or organizational identitieation
number if it has one, without providing prior written notice to the Mortgagee at least thirty
(30) days prior to the effective date of any change, (ii) if the Mortgagor does not have an
organizational identification number and later obtains one. the Mortgagor will promptly
notify the Mortgagee of such organizational identification number and (iii) the Mortgagor
will not change its type at organization, jurisdiction of organization or other legal structure
without the prior written consent of the.mortgagee

Section 4.14. Authorization to File Financing Statements. The Mortgagor
thereby irrevocably authorizes the Mortgagee at any time and from time to time to file in
any Uniform CoMmercial  Code jurisdict ion any ini t ial  f inancing statements and
amendments thereto that (a) indicate the Mortgaged Property (i) as all assets of the
Mortgagor or words of similar effect, regardless of whether any particular asset comprised
in the Mortgaged Property falls within the scope of Article 9 of the applicable Uniform
Commercial Code, or (ii) as being of an equal or lesser scope or with greater detail, and
(b) contain any other information required by pert 5 of Article 9 of the applicable Uniform
Commercial Code for the sufficiency or filing office acceptance of any financing statement
or amendment, including' (i) whether the Mortgagor is an organization, the type of
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organization and any organizational identification number issued to the Mortgagor and (ii)
in the case of a financing statement tiled as a fixture tiling, a sufficient description of real
property to which the Mortgaged Property relates. The Mortgagor agrees to furnish any
such information to the Mortgagee promptly upon request. The Mortgagor also ratifies its
authorization for the Mortgagee to have filed in any Uniform Commercial Code jurisdiction
any like initial financing statements or amendments thereto ifflled prior to the date hereof

Section 4.15. Other Actions Concerning Mortgaged Property. The Mortgagor
wi l l  take any other act ion reasonably requested by the Mortgagee to insure the
attachment,perfectior1 and first priority of, and the ability of the Mortgagee to enforce, the
Mortgagee's lien on and security interest in any and all of  the Mortgaged Property
including, without limitation (a) complying with any provision of any statute, regulation or
treaty of the United States as to any Mortgaged Property if compliance with such provision
is a condition to attachment, perfection or priority of, or ability of the Mortgages to enforce
the Mortgagees security interest in such Mortgaged Property, (b) obtaining govemmentai
and other third party consents and approvals, including without limitation any consent of
any licensor, lessor or other person obligated on Mortgaged Property, (c) obtaining
waivers from mortgagees and landlords in form and substance satisfactory to the
Mortgages and (d) taking all actions requited by any earlier versions of the Uniform
Commercial Code or by other law, as applicable in any relevant Uniform Commercial Code
jurisdiction, or by other IaW as applicable in any foreign jurisdiction

ARTICLE V

REMEDIES OF THE MORTGAGEE

Section 5.01. Events of Default' Each of the following shall be an "Event of
Default'

(a) Payments. Failure of Mortgagor to mayS any payment of any
installment of or on account of interest on or principal of (or premium, if  any
associated with) any Note or Notes for mc>re than live (5) Business Days after the
same shall be required to be made, whether by acceleration orotherwise

(b) Other Covenants. Failure of Mortgagor to observe or perform any
covenant, condition or agreement on the part of the Mortgagor, in any of the Notes
the Loan Agreement or in this Mortgage, and such default shall continue for a
Period of thirty (30) days after written notice specifying each default shall have
been given to the Mortgagor by the Mortgagee

(c) Bankruptcv. 'Fne Mortgagor shall file a petition in bankruptcy or be
adjudicated a bankrupt or insolvent, or shall make an assignment for the benefit of
its creditors. or shall consent to the appointment of a receiver of itself or of its
property, or shall institute proceedings for its reorganization, or proceedings
instituted by others for its reorganization shall not be dismissed vvitriin sixty (60)
days after the institution thereof

(d) Dissolution or Liquidation. Other than as provided in subsection (c)
above. the dissolution or liquidation of the Mortgagor, or failure by the Mortgagor
promptly to forestall or remove any execution, garnishment or attachment of such
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consequence as will impair its ability to continue its business or fulfill its obligations
and such execution, garnishment or attachment shall not be vacated within sixty
(60) days;

(e) Corporate Existence. The Mortgagor shall forfeit or otherwise be
deprived of its corporate charter or franchises, permits, easements, or licenses
required to carry on any material portion of its business;

(f) I
entered against the Mortgagor and shall remain unsatisfied or without a. stay in
respect thereof for a period of siM (60) days;

, Final Judgment. A final judgment In excess of $100,000 shall be

(g) Representations and Warranties, Any representation or warranty
made by the Mortgagor herein. in the Loan Agreement'or in any certif icate or
financial statement delivered hereunder or thereunder shall prove to be false or
misleading in-any material respect, or .

(h) other Obligations. Default by the Mortgagor in the payment of any
obligation, Whether direct or contingent, for borrowed money or in the performance
or observance of the terms of any instrument pursuant to which such obligation
was created or securing such obligation.

Section 5.02. Acceleration of Maturity; Rescission and Annulment.

(a) Defaults. If an Event of Default described in Section 5,01 shall
have occurred and be continuing, the Mortgagee may declare the principal of, and
any other amounts due on account of, the Notes secured hereunder to be due and
payable immediately by a notice in writing to the Mortgagor and upon such
declaration, all unpaid principal (premium, if any) and accrued interest so declared
shell become due and payable immediately, anything contained herein or in any
Note or Notes to the contrary notwithstanding. .

(b) Rescission and Annulment. If at any time after the unpaid principal
of (premium, if any) and accrued interest on any of the Notes shall have been so
declared to be due and payable,'all payments in re$pect of principal and interest
which shall have become due and payable by the terms of such Note or Notes
(other than amounts due as a result of the acceleration of the Notes) shall be paid
to the Mortgagee, and all other defaults hereunder and underthe Notes shall have
been made good and secured to the satisfaction of the Mortgagee, then and in
every such case, the Mortgagee may, by written notice to the Mortgagor, annul
such declaration and waive such default and the consequences thereof, but no
such waiver shall extend to or affect any subsequent default or impair any right
consequent thereon.

Section 5.03. Remedies of Mortgagee. If one or more of the Events of Default
shall occur and be continuing, the Mortgagee personally or by attorney, in its discretion,
may, tO the fullest extent permitted by law:

Possession. Collection. Take immediate possession of  t he
Mortgaged Property, collect and receive all credits, outstanding accounts and bills

(8)
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receivable of the Mortgagor and all rents, income, revenues and profits pertaining
to or arising from the Mortgaged Property, or any part thereof. whether then past
due or accruing thereafter, and issue binding receipts therefor, and manage,
control arldoperate the Mortgaged Property as fully as the Mortgagor might do if in
possession thereof, including, without limitation, the making of all repairs or
replacements deemed necessary or advisable:

(b) EnforceMent: Receiver. Proceed to protect and enforce the rights
of the Mortgages by suits or actions in equity or at law in any court or courts of
competent jurisdiction, whether for specific performance of any covenant orany
agreement contained herein or in aid of the eXecution of any power herein granted
or for the foreclosure hereof Or hereunder or for the sate of the Mortgaged
Property, or any part thereof, .or to collect the debt hereby secured or for the
enforcement of such other or additional appropriate legal or equitable remedies as
may be deemed necessary or advisable to protect and enforce the rights and .
remedies herein granted or conferred. and in the event of the institution of any
such action or suit, the Mortgages shall have the right to have appointed a receiver.
of the Mortgaged Property and of all rents, income, revenues and profits pertaining
thereto or arising therefrom, whether then past due .or accruing after the
appointment of such receiver, derived, received or had from the time of the
commencement of such suit or action, and such receiver shall have all the usual
Powers and- duties of receivers in like and similar cases, to the fullest extent
permitted bylaw, and if application shall be made for the appointment of a receiver
the Mortgagor hereby expressly consents that the court to which such application
shalt be made may make said appointment; and

Section 5.04. Application of Proceeds from Remedial Actions. Any proceeds
or funds arising from the exercise of any rights or the enforcementof any remedies herein
provided after the' payment or provision for the payment of any and all costs aridexpenses
in connection with the exercise of such rights or the enforcement of such remedies shall
be applied first, to the ratable payment of indebtedness hereby secured other than the
principal of or interest on the Notes; second, to the ratable payment of interest which snail
have accrued on the Notes and which shall be unpaid, third, to the ratable payment of or
on account of the unpaid principal of the Notes; and the balance, if any, shall be paid to
the Mortgagor or whosoever shall be lawfully entitled thereto.

(e) Auction Sell or cause to be sold all and singular the Mortgaged
Property or any part thereof, and all right, title, interest, claim and demand of the
Mortgagor therein or thereto, al public auction at such place in any county in which
the property to be sold, or any part thereof, is located, at such time and upon such
terms as may be specified in a notice of sale, which notice shall comply with all
applicable law. Subject to all applicable provisions of law, any sale to be made
under this subparagraph (c) of this.Section 5.03 may be adjourned ham time to
time by announcement at the time and place appointed for such sale, and without
further notice Cr publication the sale may be had at the time and place to which the
same shall be adjourned.

Section 5.05. Remedies Cumulative; No Election. Every right or remedy
herein conferred upon or reserved to the Mortgages shall be cumulative and shall be in
addition to every other right and remedy given hereunder or now or hereafter existing at
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law, cir in equity. or by statute. The pursuit of any right or remedy shall not be construed
as an election

Section 5.06. Waiver of Appraisement Rights. The Mortgagor, for itself and all
who may claim through or under it, covenants that it will not at any time insist upon or
plead, or in any manner whatever claim, or take the benef it or advantage of , any
appraisement, valuation, stay, extension or redemption laws now or hereafter in force in
any locality where any of the Mortgaged Property may be situated, and the Mortgagor, for
itself and all who may claim through or under it, hereby waives the benefit of all such laws
unless such waiver shall be forbidden by law

SeCtion 5.07. Notice of Default. The Mortgagor covenants that it will give
iMmediate written notice to the Mortgagee of the occurrence of an Event of Default

ARTICLE VI

POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE

Section 6.01.  Possession Unrlil Default. Until some one or more of the Events
of Default shall have happened, the MoitgegOr shall be suffered and permitted to retain
actual possession of the Mortgaged Properly. and to manage, operate and use the same
and any part thereof, with the rights and franchisee appertaining thereto, and Te collect
receive, take, use and enjoy the rents, revenues, issues, eamirigs, income, products and
profits thereof or therefrom, subject to the provisions of this Mortgage

Section 6.02. Defeasance. If the Mortgagor shall pay or cause to be paid the
whole amount of the principal of (premium, if any) and interest ort the Notes at the times
and in the manner therein provided, and shall also pay or cause to be paid all other sums
payable by the Mortgagorhereunder and under the Loan Agreement and shall keep and
perform, all covenants herein required to be kept and performed by it, then and in that
case, all property, rights and interest hereby conveyed or assigned or pledged shall revert
to the Mortgagor and the estate, right, title and interest of the Mortgagee shall thereupon
cease, determine and become void and the Mortgages, in such case, on written demand
of the Mortgagor but at the Mortgagor's cost and expense, shall enter satisfaction of the
Mortgage upon the record. in any event, the Mortgages, upon payment in full by the
Mortgagor of all principal of (premium, if any) and interest on the Notes and the payment
and discharge by the Mortgagor of  al l  charges due hereunder or under the Loan
Agreement, shall execute and deliver to the Mortgagor such instrument of satisfaction
discharge or release as shall be required by law in the circumstances

ARTICLE VII

MISCELLANEOUS

Section 7.01. Property Deemed Real Property. It is hereby declared to be the
intention of the Mortgagor that any electric generating plant or plants and facilities and all
electric transmission and distribution lines or other electric or non-electric systems and
fool-lities embraced in the Mortgaged Property, including, without limitation, all rights of way
and easements granted or given to the Mortgagor or obtained by it to use real property in
connection with the construction, operation or maintenance of such plant, lines, facilities or
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systems. and all other property physically attached to any of the foregoing, shall be
deemed to be real property.

Section 7.02. Mortgage to Bind and Benefit Successors and Assigns. All of
the covenants, stipulations, promises, undertakings and agreements herein contained by
or on behalf of the Mortgagor shall bind its successors and assigns, whether so specified
or not, and all ti t les, rights and remedies hereby granted to or conferied upon the
Mortgages shall pass to and inure to the benefit of the successors and assigns of the
Mortgages. The Mortgagor hereby agrees to execute such consents, acknowledgments
and other instruments as may be reasonably requested bathe Mortgagee in connection
with the assignment, transfer, mortgage, hypothecation or pledge of the rights or interests
of the Mortgagee hereunder or under the Notes or in and to any of the Mortgaged

` Property. . . »

Section 7.03. Headings. The descriptive headings of the various articles Of this
Mortgage were formulated and inserted for convenience only and shall not be deemed to
affect the meaning or construction of any of the provisions hereof.

I

Section 7.04. Notices. All notices, requests and other oommunioations provided
for herein including, without limitation, any modifications of, or waivers, requests or
consents under, this Mortgage shall be given or made in writing (including, without
limitation, by telecopy) and delivered or telecopied to the intended recipient at the
"Address for Notices" specified. or, as to any party, at such other address as shall be
designated by such party in e notice toeachother party. Except as otherwise provided in
this Mortgage, all such communications shall be deemed to have been duly given when
personally delivered or, in the case of a teleoopied or mailed notice, upon receipt, in each
case given or addressed as provided for herein. The Address for Notices of the respective
parties are as follows:

As to the Mortgagor:

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
311 East Wilcox .
Sierra Vista, Arizona 85635
Attention: General Manager
Fax: (520)384-5223

As to the Mortgagee:

NATIONAL RURAL UTILITiES COOPERATIVE FINANCE CORPORATION
2201 Cooperative Way
Herndon, Virginia 2017143025
Attention: Senior Vice President - Member Sen/ices
Fax: (703) 709-6776

Section 7.05. Severability. The invalidity of any one or more phrases, clauses,
sentences, peragraplws or provisions of this Mortgage shall not affect the remaining
portions hereof.

*w
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Section 7.06 Mortgage Deemed Security Agreement. To the extent that any of
the property described or referred to in this Mortgage is govern d by the provisions of the
Uniform Commercial Code, this Mortgage is hereby deemed a "security agreement", a
"financing statement" and e "fixture filing" under the Uniform Commercial Code. The
Mortgagor herein is the "debtor" and the Mortgagee herein is the "secured party." The
mailing addresses of the Mortgagor as debtor and of the Mortgagee as secured party are
as set forth in Section 7.04 hereof. The Mortgagor is an organization of the type and
organized in the jurisdiction set forth on the first page hereof. The cover page hereof
accurately sets forth the Mortgagor's organizational identification number or accurately
states that the Mortgagor has none.

as
I*

Section 7.07. Indemnification by Mortgagor of  Mortgages. The Mortgagor
.agrees to indemnify and save harmless the MOrtgagee against any liability or damages
which the Mortgagee may incur or sustain in the exercise and performance of its rightful
Powers and duties hereunder. The obligation of Mortgagor to reimburse and indemnify the
Mortgagee hereunder Shall be secured by this Mortgage in the same manner as the Notes
and all such reimbursements for expense or damage shall be .paid tithe Mortgages with
interest at the rate specified in Section 4.08 hereof.

Section 7.08. Counterparts. This Mortgage may be simultaneously executed in
any number of counterparts, and all said counterparts executed and delivered, each as an
original, shall constitute but one and the same instrument.

Section 7.09. Costs and Expenses: Mortgagor. agrees to pay and be liable fer
any and all expenses, including, but not limited to reasonable attorney's fees, court costs,
receiver's fees, costs of advertisement and agents compensation, incurred by Mortgagee
in exercising or enforcing any of its rights hereunder. Such sums shall be secured hereby
and shall be payable forthwith, with interest thereon at the rate Specified in Section 4.08
hereof. ,

IN WITNESS WHEREDF, SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC., the .Mortgagor, has caused this Mortgage to be signed in its name
and its corporate seal to be hereunto affixed and attested by its officers thereunto duly
authorized, and NATFONAL RURAL UTILITIES COOPERATIVE FINANCE
CQRPORATION, as Mortgagee, has caused this Mortgage to be signed in its name and .
its corporate seal to be hereunto aff ixed and attested by its off icers thereunto duly
authorized, all as of the day and year first above written.

r

[EXECUTED ON THE FOLLOWING PAGES]
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SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE. INC

(SEAL)
By

Title.

Attest:

Title:

Executed by the Mortgagor
in the presence of:

Witness$es

STATE CF ARIZONA

COUNTY oF

)
)as
)

day of , , before me appeared
and personally

known by me and, having been duly swam by me, did say that they are the
and . . respectively, of Sulfur Springs Valley Electric Cooperative, inc.,
an Arizona corporation, and that the seal affixed to the foregoing instrument is the
ooiporate seal of said corporation, and that said instrument was signed and sealed in
behalf of said corporation by authority of its Board of Directors, and the said

and acknowledged that
the execution of said instrument was a free act and deed of said corporation.

On this

IN WITNESS whereof, I have hereunto set my hand and official seal the day and
year last above written.

(notarial SE'.E1l) Notary Public

My commission expires:

CFC MORTG
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NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)
By

Assistant Secretary~Treasurer

Eileen Icier
Attest MQMQA/(MQW

MARIANM L OUSOLD

Assistant Secretary - Treasurer

Executed by the Mortgages
in the presence Rf:

ll/1 AMY s. LUONGO

Witnesses
BRUCE MACNEIL

COMMONWEALTH OF VIRGINiA )
) SS

COUNTY OF FAIRFAX

BEFORE ME. a P in ` - for the Commonwealth of Virginia. appeared
in person I t3l i§i '< Assistant Secretary
TreaSurer of National Rural Utilities Cooperative Finance Corporation, a cooperative
association incorporated under the laws of the District of Columbia, to me personally
known, and known to be the identical person who subscribed the name of said corporation
tithe foregoing instrument, being by me duly sworn, and who stated that She/he is duly
authorized to execute the foregoing instrument on behalf of said corporation, and further
stated and acknowledged that she/he executed the foregoing instrument as a free and
voluntary act and deed of said corporation for the consideration therein mentioned and set

IN TESTIMONY WHEREQF, I have hereunto set my hand and official seal this

n HH |n*' ` - |  " '

n expires

7891§

Notary Ublic

Hilda J. Ganzdez 3 5 8 4  G J
naTAl=lyp u s s

Commcamvaaith of Virginia
My Gummlssion Expires 12/31//088

Y%vq I v -
lim\\"Lil\. .
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Append ix  A - .  I ns t r ument s  R ec i t a l

T he Maximum D eb t  L im i t  r ef er r ed  t o i n  S ec t i on  1 . 01  i s  $250 , 000 , 000 , 00

T he ins t r umen ts  r ef er r ed  t o i n  t he p r ec ed ing  r ec i t al s  ar e as  f ol l ows

O r i g i n a l  Mor t g ag e

C u r r en t  L oan  A g r eem en t "  i s  t h at  l oan  ag r eem en t  d at ed  as  o f  even  d at e h er ew i t h

C u r r en t  N ot es

O u t s t an d i n g  L oan  A g r eem en t "  a r e  t h os e l oan  ag r eem en t s  d at ed  as  o f

0 8 / 2 9 / T 9 8 6

0 4 / 1 8 / 1 9 8 9

0 1 / 2 9 / 1 9 9 2

0 1 / 1 9 / 1 9 9 4

0 4 / 2 6 / 1 9 9 5

0 7 / 0 1 / 1 9 9 8

0 4 / 0 2 / 2 0 0 1

D 9 / 0 8 / 2 0 0 41 2 / 1 0 / 1 9 7 3

0 1 / 2 0 / 1 9 7 5

as  amended 04/1  G H 986

01/1311977

a s a m e n d e d  0 4 / 1 5 / 1 9 8 6

02/24./19 7 8

0 1 / 1 7 / 1 9 8 0

04 / 23 / 1982

as  am en d ed  0 3 / 1 5 / 1 9 8 3

0 4 / 0 9 / 1 9 8 4

0 9 / 1 0 ! 2 0 0 3

03/1912004

O u t s t an d i n g  N ot es

C F C  M Q R T G
A z o 1 4 - v.  A s a  L M C G H E E M )

1 1 2 8 8 1 -1



AZ014-A-9013 $2,171,D00.00 05/20/1980 05/20/2015
AZ014-A-9016 $1 ,988.000.00 08/20/1982

as substituted
08/29/1988

08/20/2017

A2014-A-9017 $z,104,000.00 08/20/1984 08/20/2019
AZ014-A-9018 $3,520,833.0D '11/18/1986 11/18/2021
AZG14-A-9019 $2,401,04-2.00 04/18/1989 04/18/2024
AZ014_.A-9020 $1 ,781,250.00 01129/1992 01 I29/2027
A2014-A~9021 $1 ,808,333;rJ0 01/19/1994 01/19/2029
AZ014-A-9022 $1 ,705,000.D0 D4/26/1995 04/28/2030
A2014-A-9023 $3,714,000.00 07/01/1998 07/01/2033
AZ014-A-9026 $18,2a1.,000.00 04/02/2001

as substituted
03/25/2004

04/02/2036

AZ014-A-9027 $2,87B,000.00 04/02/2001
as substituted

08/25/2004

04/02/2036

A2014-A-9028 $9,270,000.00 03/19/2004 03/19/2039
Az014-A~9029 $28,304,131,00 09/10/2003 12/31/2028
A2014-V¢9030 $46,3G4,000,00 09/08/2004. 09/08/2044
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Appendix B

(8) The Mortgaged Property is located in the Counties of Cochise. Graham, Pima and
Santa Cruz in the State of Arizona..

(b) The property referred to in the Granting Clause includes the following:

SEE ATTACHED

I
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A certain tract of land dessdbed in a certain deed, dated July 20, 1939, by First National
Bank of Arizona, Phoenix, as trustee, as grantors, to the mortgagor, as grantee, and
recorded in the oHio of Cochise County Recorder, State of Arizona, in Book 74
Mortgages oflReai Estate, page 282

A certain tract of land described in a certain deed, dated January 25, 1944, by Southern
ArizonaPublic Service Company, as grantor, to the mortgagor, as grantee, and recorded
'm the oi§ce of Cao-hiseCounty Recorder, State of Arizona, in Book 136, page 272
EXCEPT Lots ll, Hz, 13, 14, 15 and 16, in Block 33, Willcox Townsite, Cochise County
Arizona, Lot 2, Block 2, Bryan's Aéditiun to Benson, Cochise County, Arizona

A certain tract of land described Inacertain deed, dated November 16, 1944. recorded
June 2, 1949, by MyronB. Davis, as trustee For Myron B, Davis, Katherine Davis
Eleanor Davis, R. L. Davis, Jr., Elizabeth Davis, and Edwin Davis, asgrantors, to the
mortgagor, as grantee, and recorded in the <>f1'ice of CochiseCounty Recorder, State of
Arizona, in Docket 26, pages 275-276

A certain tract of land described in a certain deed, dated September 16, 1950, by s. E
Evans and Ila Evans, his wife, as grantors, to the mortgagor, as grantee, and recorded in
the uiiice of'cochise County Recorder, State of Arizona, in Docket 54, pages 540-542.

A certain tract of land described in a certain deed (quit claim), dated August in, 1953, by
Charles s; Boll and Estella M. Holy, his wife, as grantors, to the mortgagor, as grantee
and recorded in the office of' Cochise CountyRecorder, State c»fArizvona, in Docket 105
pages 97-98

A certain tract of land described in a certain deed, dated January 1 l , 1954, by Jol-m,L. and
Eva C. Stevena, as grantors, to themortgagor, as grantee, and tecordad in the office of
Cochise CouNty Re:corder, State of'ArizQna, in Docket 96, pages 371~372

A oenain tract of land described in a certain deed, dated November 30, 1954, by Charles
E. Morris Ami Norma E. Morris, as grantors, to the mortgagor, as grantee, and recorded
in the oiiice of* Cochise County Recorder, State of Arizona, 'm Docket HI, pages 547

A certain tract of land described in a certain deed, dazed November 18, 1955, by the
Willcox Board otlTruslees Nu. 13, its grantor, to the mortgagor, asgrantee, and recorded
in the office of Cochise County Recorder, State of Arizona, in Docket 136, pages 12 l

A certain tract of land described in a certain deed, dated October 9, 1956, by City Council
of Willwn Axiznna, as grantor, to the mortgagor, as grantee, and recorded 'm the office at'

Cochise County Reccsrder, State o£IAriz<>na, in Docket 155, pages 450-452, No. 12175

10. A certain tract of land described in a certain deed, dated March 21, 1957, by Phoenix Title
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and Trust, trustee for Margaret Z. camichm, as grantor, to the mortgagor, as grantee.

and recorded in the o&ice of Cnczhisc County RecQrder, State of Arizona, in Docket 166
pages 251-252

11. A certain tract of land described in a certain deed, dated April 29, 1958, by G. w. Page, a
single man, as grantor, to the mortgagor, as grantee, and recorded in the office of Cochise
County Recorder, State oE'Arizona, in Docket 191, pages 176-177

12. A certain rzacwfland described in a certain deed, dated May 21, 1958,WAllgood Land
and Cattle, a corporation, as grantor, co the mortgagor, as grantee, and recorded in the
oftise of Cochise County Recorder, State of Arizona, in Docket 206, pages 58.59

13. A. certain ow of land described in a certain deed, dated march 4, 1959, by Bert N. Smith
and Mildred L. Smith, as grantors, to the mortgagor, as grantee, and recorded in the office
of Cochise County Recorder, State of Arizona, in Docket 210, page 294

14. A certain tracrnfland desk:n"bed in a certain deed, dated January 22, 1960,'by Cassie B
Cawood, a widow, as grantor, to the mortgagor, as grantee, and recorded in the otiice of
Cochise: County Recorder, State of' Arizona, in Docket 2365 pages 187-188

15. A certain tract of land described in a eenain deed, dated January 23, 1961, by Phoenix
Title and Trust,as grantor, to mortgagor, as grantee, and recorded in the office of' Cochise
County Recorder, State o§IA1izona, in Docket 266, pa8e 298

16. A certain tract of land described la a Certain dead, dated December 1, 1961, by Edward G
Loiius and Mona L. Loiius, husband and wife, as grantors, to the mortgagor, as grantee
and recorded in the office of Santa Cruz County Recorder, State of Arizona, in Docket
42, pages 100-101

17. A certain tract of land described in a certain deed, dated January 25, 1963, by Delia Davis
a widow, as grants; to the mortgagor, ea grantee, and recorded in the officeof Cochise
County Recorder, State of Arizona, in Docket 323, pages 449-450

18. A certain tract of land described in a certain deed, dated June 25, 1964, by George V
Gross and Mildred S. Grosh, his wife, as girantors, to the mortgagor, as grantee, and
recorded in the office of Cochise County Recorder, Stateof Arizona, in Docket 359
P8805 388

19. A certain tract of land described in a certain deed, dated November 16, 1964, by M. C
Murrell, President of Sulfur Spdngs Development Company, as grantor, to the
mortgagor, as grantee, and recorded in the office of Cochise County Recorder, State of'
Arizona, inDocket 369, page 2.2, Instrument No. 18873

20. A certain tract oflnnd described in a certain deed, dated March 12, 1965, by John Boyd
and Mary Boyd, his wife, and Wayne Boyd and Eloise Boyd, his wife, as 8ranron., to the

I
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mortgagor, as grantee, and recorded in the oiiice of Graham County Recorder, State of
Arizona, in Docket 101, page 337.

21. A certain tract of land described in a ccnain deed, dated Jam.lary24, I 968~ by the Arizona
Electric Power Cooperative, Inc., as grantor, to the .mortgagor, as grantee, and recorded
in the office of Cochise County Recorder; State of Arizona, in Docket 522, pages 361-
362.

Hz. A cezialn tract of land described in a certain deed, dated July 24, 1969, by Kern County
Lama Company, as grantor, to the mortgagor, as grantee, and recorded in the office of
Cochise County Recorder, Stateof'Arizona, in Docket 598, pages 532-533 .

23. A certain trait of land described in a certain deed, dated September 23, 1969, by Gifford-
Hill and Company, a Delaware Corporation, as grantor, to the mon8a8Dl'_ as grantee, and
recorded in the office of Coohise County Recorder, State of Arizona, 'm Docket 610,
pages 1,4l5-l4'7.

24. A certain tract of land described in a certain.deed, dated July 3, 1973, byBoard of
Trustees of School District No. 13, Willcox, Arizona, as grantor, to the mortgagor, as
grantee, and :worded in the office of Cochise County Recorder, . State of Arizona, in
Docket 929, page 37.

25. A certain tract cafland dewdbWin a certain deed, dated June 10, 1974, by Robles G.
Gould and Hilda H. Gould, husband and wife, as grantors, to the mortgagor, aS grantee,
andregarded in the office of Cochise County Recorder, State at Arizona, in Docket 940,
page 5134.

26. A certain tract of land described in a certain deed, dated July z6,. 1974, by Scott v.
Swanson and Pauline U. Swmsom husband Md wife, as grantors, to the monge r, Ar.
ymtw, Md recorded in the oH*ice of Cochise County Recorder, State of Arizona, in
Docks 956, vase 229. ,

27. A certain tract of land described 'ma certain deed, dated January 20, 1975-, by H. Ways
Peterson and Nelda Louise Peterson, husband and wife, as grantors, to the mortgagor, as
grantee, and recorded 'm the office of Cochise County Recorder, State of Arizona, in
Docket 995, page 54.

28. A certain tract of land described in a certain deed, dated October 22, \9'76, by William S.
Yarbrough and Volta E. Yarbrough, husband and wife, as grantors, to the mortgagor, as
grantee, and recorded in the oiiica of Cochise County Recorder, State of Arizona, in
locket 1112, page 496.

29. A certain tract of land described in a certain deed, dated December 27, 1979, by Albert L.
Blankenship, President, Blankenship Construction Co., Inc., an Arizona corporation, as
grantor, to the mortgagor, as grantee, and recorded in the office of Cochise County
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Recorder, State crfAlizona, in Docket 1389, pages 25-26.

30. A certain tract of land described in a ce1*tai1n deed, dated January 29, 1982, by Joseph J.
DeFrancesco, Esquire, Trustee, as grantor, to the mortgagor, as grantee, and recorded its
the oitice of Cochise County Recorder, State at Arizona., in Docket 1.568, pages 7-8.

31. A certain tract of land described in a certain deed, dated March I, 1982, by Keith L.
Hakes, Member, Board al"TmStees of Sierra Vista United Methodist Church, an Arizona
corporation, as 8rantcr, to the mortgagor, as grantee, and accorded in the of£ce of
Cochise County Recorder, State of Arizona, in Docket 1576, pages 66-67.

32. A certain tram of land described in a certain deed, dated May 28, 1982, by Samuel J.
Frailer and Ilene M. Frailer, husband and wife, as grantors, to the mortgagor, as grantee,
and recorded in the office of Santa Cruz County Recorder, State of Arizona, in Docket
327, pages 85-86

33. A certain tract of land described in a certain deed, dated September be, 1983, by Ted
Johnson, President, Grain Co-opof Arizona, an Arizona Corporation, as grantor, ro the
mortgagor, as grantee, and recorded in the office of Cochise County Recorder, State of
Arizona, 'mDocket 1706, page 517

34. A certain tract of land described in a certain deed, dated April 21, 1986, by Carl A- Naegle
and Lena B. Naegle, as to an undivided vo interest, and Raymond L, Naegle andDoris G.
Naegle, as to an undivided 'A interest, as grantors, to the mortgagor, as 8rauntee, and
recorded in the Alice of Cochise County Reworder, State of Arizona, as Fee #860408371 .

A certain tract of land described in a certain did, dated August 28, 1986, by James K.
Kersey and Katherine M. Keeley, as grantors, to the mortgagor, as grantee, and recorded
in the office of Cochise County Recorder, State of Arizona, as Fee #860919128.

A certain near of land described ina certain deed, dated March 8, 1994, by Judy F.
Cooke, Jacqueline Elizabeth' Hooker Hugues, and M. R. Campbell and Linda o. Campbell,
as grantors, to the mortgagor, as grantee, and recorded in the office of Cochise County
Recorder, State of Arizona, as Fee #940306590

A certain trap: of land described in a certain deed, dated January 6, 1998, by Socorro
Isabel D. Avila, also known as Isabel D Avila, as grantor, to the mortgagor, wymteq
and recorded 'm the oiicu of the: Cochise County Recorder, Stare of Arizona, at Fee
Number 980101776
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38. A certain tract of land described in a certain deed, dated May 19, 2003, by Eurofresh, Inc.,
an Arizona corporation, as grantor, to the Mortgagor, as grantee, and recorded in the
office of the Graham County Recorder, State of Arizona, at Fee #2003-03354.

TOGETHER WITH all plants, works, structures, erections, reservoirs, dams, buildings,

fixtures and improvements now or hereaiier ac>cated on any of the properties conveyed by
any and all of the aforesaid deeds mentioned above, and all tenements, hereditaments and
appWtenanoes now or hereafter thereunto belonging or in anywise appertaining.

The description of each of the properties conveyed by and through the provisions of the
aforesaid deeds i s by reference make a. part hereof as though ful ly set forth at length
herein. .

39, A certain tract of land described in a certain deed dated April 28, 2004, by DMN Limited

PartNership, an Arizona limited partnership, as grantor, to the mortgagor, as grantee, and
recorded in the office of the Cochise County Recorder, State of Arizona, at Fee
#040514988 A

40. A certain tract of land described in a certain deed dated December 13, 2004, by Pioneer
Title Agency, Inc., an Arizona corporation, as Trustee, 'under Trust No. 00953330, as
grantor, to the mortgagor, as grantee, and recorded in the office of the Cochise CouNty
Recorder, State of Arizona, at Fee #050100417.

41. A certain tram of land described in a certain deed dated March 9, 2005, by Castle 84
Cooke Arizona, Inc., an Arizona Corporation formerly known as Arizona Nev sub, Inc.,
an Arizona Corporation, as grantor, to the mortgagor, as. grantee, and recorded in the
office of the Cochise County Recorder, State of Arizona, at Fee #050413790.

42. A certain tract of land described in a certain deed dated March30,2006, by Spilde
invesunents, L.L.C., an Arizona limited liability co'n*1pany, as grantor, to the mortgagor,
as grantee, and recorded in the offline of the Cochise County Recorder, State of Arizona,
at Fee #060312209.

43. A certain tract of land descdbed in a certain deed dated April 6, 2006, by Leslie H. Jones
and Mazy D. Jones, as Trustees of the Leslie H. Jones and Mary D, Jones Revocable
Trust, dated March 25,1996, as grantors, to the mortgagor, as grantee, and recorded in the
office of the Cochise County Recorder, State of Arizona, at Fee #060414227.

44. A certain tract of land described in a Certain deed dated August 16, 2006, by the County
of Cochise, a political subdivision, as grantor, to the mortgagor, as grantee, and recorded

in the office of the Cochise County Recorder, State of Ariz<:ma, at Fee #060831698.

45. A certain tract of land described in a certain deed dated July 2, 2007, by Linda Jo

Langley, Trustee of the Angelita F, Spencer revocable Trust, as grantor, to the



*

mortgager, as  grantee , and recorded in the  office  of the  Cochise  County Recorder, Sta te
of Arizona, a t Fee  #070722303 .

F

2027494.1



Append ix C - Excep ted  Property

A ce rta in tra ct of la nd de s cribe d in a  ce rta in de e d da te d J une  29, 2005, by the
mortgagor, a s  grantor, to Cas tle  & Cooke , Arizona , Inc., an Arizona  Corpora tion
a s  gra nte e , a nd re corde d in the  office  of the  Cochise  County Re corde r, S ta te  of
Arizona. a t Fee  #050725599

20274841
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as Of , between
SULPHUR a
organized and existing under the laws of the State of Arizona and NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association organized and
existing under the laws of the District of Columbia.

SPRINGS VALLEY ELECTRIC coopERAT1vlEa', "INa. ("Borrower") a corporation

RECITALS

WHEREAS, the Borrower has applied to CFC for a loarifor the purposes set forth in
Schedule 1 hereto, and CFC is willing Te make such a loan to the Borrower on the terms and
conditions stated herein; and

WHEREAS, the Borrower has agreed to execute one or more promissory notes to evidence
an indebtedness in the aggregate principal amount of the CFC CommitmeNt (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE r

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance"shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement.

"Amortization Basis Date"shall mean the first calendar day of the month following the end of
the Billing Cycle in which the Advance occurs, provided, however, that if the Advance is made Qr the
first day of a Billing Cycle, and such day is a Business Day, than the Amortization Basis Date shall be
the date of the Advance.

"Average DSCRatio"shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years,

"Billing Cycle" shall mean any 8~mor1ih period ending on, and including, a Payment Date.

"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

R

CFC LOANAG
Az014-V~9033 (MCGHEEM)
112863- 1
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CFC Commitment" shall have the meaning as defined in Schedule 1
CFC Fixed Rate" shall mean such fixed rate as is than available for loans similarly classified

pursuant to CFC's policies and procedures then in effect

CFC Fixed Rate Term" shall mean the specific period of time that a CFC Fixed Rate is in
effect for an Advance

CFC Variable Rate" shall mean the rate established by CFC for variable interest rate long
term loans Similarly classified pursuant to the long-ten'r\ loan programs established by CFC from time tO
time

Conversion Request" shall mean a written request from any duly authorized oliioial of the
Borrower, in form and substance satisfactory to CFC, that requests an interest rate conversion.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins-Interest, (iii) Interest Expense, (iv)
Depreciation and Amortization Expense, and (v) cash received in respect of  generation and
transmission and other capital credits, and divide the sum SO obtained by the sum Of all payments of
Principal and Interest Expense required to be made during such calendar year: provided, however, that
in the event that any amount of Long-Term Debt has been refinanced during such year, the pays pts
of Principal and Interest Expense required to be made during such year on account of such refinanced
amount of Long-Term Debt shall be based (in lieu of actual payments required to be made on such
refinarlced amount of Long-Term Debt) upon the larger Of (i) an annualization of the payments required
to be made with respect to the refinancing debt during the portion of such year such refinancing debt is
outstanding or (ii) the payment of Principal and Interest Expense required to be made during the
following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an
Advance plus three hundred basis points.

"Depreciation and .Amortization Expense" shal l  mean an amount const i tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements,

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not limited
to any general cancellation or abatement of charges fer electric energy or services furnished by the
Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the estate of a
deceased patron, (b) repayment by the Borrower of a membership fee upon termination of a
membership, or (oz) any rebate to a patron resulting from a cost abatement received by the Borrower,
such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promul ate by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment.
discharge, storage, management, handling, manufacture, generation, processing, recycling.
distribution, transport, release of or exposure to any Hazardous Material.

•

CFC LOANAG
A2014-V-9033 (MGGHEEM)
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Equity" shall mean the aggregate of the Borrower's equities and margins computed pursuant
to Accounting Requirements

Event of Default" shall have the meaning as described in Article vi hereof

GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board

Governmental Authority" shall mean the government Of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local
and any agency, authority, instrumentali ty, regulatory body, court or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative Powers or functions Of or pertaining
to government

Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and lblanv
other substance designated as hazardous Or toxic or as a pollutant or contaminant under any
Environmental Law

Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Terrri Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33
'i/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity

Lian" shall mean any statutory or common law consensual or non-consensual mortgage
pledge, security interest, encumbrance, lien, right of set off, Glaim or charge of any Kind, including
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code

shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment

Loan"

Loan Capital Term Certificate" or '*LCTC" shall mean a certificate, Gr book entry form of
account, evidencing the Borrower's purchase of equity in CFC

Loan Documents" shall mean this Agreement, the Note, the Mortgage and al!  other
documents or instruments executed, delivered or executed and delivered by the Borrower and
evidencing, securing, governing or otherwise pertaining to, the Loan

Long-Term Debt" shall mean an amount constituting the long-term debt 'of the Borrower
computed pursuant to Accounting Requirements

Maturity Date" with respect tO each Note shall have the meaning ascribed to it therein

Mortgage" shall have the meaning as described in Schedule 1 hereto

Mortgaged Property" shall have the meaning ascribed to it in the Mortgage

CFC LOANAG
A2014-V~9033 (MCGHEEM}
112863-1
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Non-Operating Margins--Interest" shal l  mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting Requirements

Note" shall mean each secured promissory note, payable to the order of CFG, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto

obligations" shall mean any and all liabilities, obligatieris or indebtedness owing by the
Borrower to; CFC, of any kind or description, irrespective of whether for the payment of money
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
3rl5mg

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the last day of each of the months referred to in Schedule 1.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower ti'18t indio8tes the
amount of each payment of interest or interest and principal and the total amount of each payment
due,

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporetinns, limited liability companies,
limited partnerships, genera! partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Principal" shall menthe amount of principal billed on account of~Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements. .

"PriOr Loan Documents" shall mean, collectively, all long term loan agreements entered
into prior tO the date hereof by and between CFC.and the Borrower, and all promissory notes
delivered pursuant thereto secured under the Mortgage.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments, water
rates or similar charges. For the purpose of this definition the term "finance lease" shall mean any
lease having a rental tem (including the term for which such lease may be renewed or extended at the
option of the lessee) in excess of three (3) years and covering property having an initial cost in excess
of $250,000 other than automobiles, trucks, trailers, other vehicles (including without limitation aircraft
and ships), office, garage and warehouse space and office equipment (including without limitation
computers). .

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by

CFC LOANAG
AZ014-V-9033 (MCGHEEM)
11 z88s-1
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reason of the happening of a contingency) to elect a majority cf. the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such PersOn. Unless otherwise
qualified, all references lo a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Total Assets" shall mean aryamourut constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant Of the Borrower
computed pursuant to AcGounting Requirements.

ARTICLE ll

REPRESENTATIONS ANDWARRANTIES

Section2.01 The Borrower represents and warrants to CFCthat as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and. in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and
accurate list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership
of the outstanding stock. membership interests or partnership interests, as applicable, of each
Subsidiary.

C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note and the Mortgage; to make the borrowing hereunder, to execute and deliver all
documents and instruments required hereunder and to incur and perform the obligations provided
for herein, in the Note and in the Mortgage, all of which have been duly authorized by ell necessary
and proper action, and no consent or approval of any Person, including, as applicable and without
limitation, members of the Borrower, which has not been obtained is required as a condition to the
validity or enforceability hereof or thereof.

Each of this Agreement, the Note and the Mortgage is, and when fully executed and delivered will
be, legal, valid and binding upon the Borrower and enforceable against the Borrower in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other laws
affecting creditors' rights generally and subject to general principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court
or other agency of government, any award of any arbitrator, the articles of incorporation or by-laws
of the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument
to which the Borrower is a party or by which it or any of its property is bound; or (ii) be in conflict

r
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with, result in a breach of or constitute (with due notice and/or lapse of time) a default under, any
such award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in
the creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no eVent or condition exists which constitutes a default. or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument

Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes; assessments, and governmental charges and levies thereon
including interest and penalties to the extent that such .taxes, assessments. and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside

E

F Licenses and Permits. The Borrower has duly obtained and now holds all licenses
permits, certif ications, approvals and the like necessary to own and operate its property and
business that are required by Governmental Authorities and each remains valid and in full force and
effect

Litigation. There are no outstanding judgments,  sui ts,  c laims,  act ions or
proceedings pending or, to the knolled e of the Borrower, threatened against or affecting the
Borrower, its Subsidiaries or any of their respective properties which, if adversely determined, either
individually or collectively, would have a material adverse effect upon the business, operations
prospects, assets, liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower
and its Subsidiaries are not, to the Borrower's knowledge, in default or violation with respect to any
judgment, order, writ, injunction, decree, rule or regulation of any Governmental Authority which
would have a material adverse effect upon the business, operations, prospects, assets, liabilities or
financial condition of the Borrower or its Subsidiaries

H Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date
and the interim financial statements of the Borrower. all heretofore furnished to CFC, are complete
and correct Said balance sheet fairly presents the financial condition of the Borrower as at said
date and said statement of operations fairly reflects its operations for the period ending on said date
The Borrower has no contingent obligations or extraordinary forward or long-term commitments
except as specifically stated in said balance sheet or herein. There has be n no material adverse
change in the financial condition or operations of the Borrower from that set forth in said financial
statements except changes disclosed in writing to CFC prior to the date hereof

Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower'a organizational identification number or accurate statement that the Borrower has none
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different

GFO LOANAG
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J . Required Approvals. No l icense. consent or approval of  any Governmental
Authority is required to enable the Borrower to enter into this Agreement, the Note and the
Mortgage, Er to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority. .

L. Disclosure. To the Borrowers knowledge, information and belief , neither this
Agreement nor any document. certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement Of a material fact or mite to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently induced in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to be
filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating .to
Permitted Encumbrarices,

n . Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases'
remediated in compliance with Environmental Laws) from any underground or aboveground Storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrowers knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Advances. The Borrower shall submit its request for an Advance to CFC in
writing (which may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia on the Business Day prior to the Business Day the Borrower seeks to have funds
advanced.

At the end of the Draw Period, CFC shall have no further obligation to make Advances. The
obligation of the Borrower to repay the Advances shall be evidenced by one or more Notes.

CPG LOANAG
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Section 3.02 Interest Rate and Payment. Notes shall be payable and bear interest as
follows:

A. Payments; Maturity; Amortization.

(i) Each Note shall have a Maturity Date that is not more than forty (40) years from the date
hereof, provided, however that if such date is not a Payment Date, then the Maturity Date shall be
the payment Date immediately preceding euch date.

(ii) Prior to or at the time of each Advance, the Borrower shall elect; with respect to such
Advance, (1) an amortization method for principal, or (2) not to amortize principal. if no eleWon is
made, then the Advance shall amortize over a period ending on the earlierof the date that is thirty~five
(35) years from the date of such Advahoe and the Maturity Date,

J

(a) Amortizing Advances: Each Advance that the Borrower elects to amortize shall
amortize over a period not to exceed thirty-five(35) Years from the date of such Advance, provided,
however, that such period shall not extend beyond the Maturity Date. For each Advance, the Borrower
shall promptly pay interest in the amount shown in the Payment Notice on each Payment Date until the
first payment Date of the Billing Cycle in which the Amortization Basis Date occurs. On such payment
Date, and on each Payment Date thereafter, the Borrower shall promptly pay interest and principal in
the amounts shown in the Payment Notice. if not sooner paid, any amount due on account of the
unpaid principal, interest accrued thereon and fees, if any, shall be due and payable on the Maturity
Date. The amortization method for each Advance shall be as stated on Schedule 1 Cr, if not so stated,
then as stated on the written requisition for such Advance submitted by the Borrower to CFC pursuant
to the terms hereof.

n

(b) Non-Amortizing Advances: Each Advance that the Borrower elects not to amortize
shall be repaid within thirty-hve. (35) years from the date of such Advance, or the Maturity Date,
whichever is earlier. On each Payment Date, the Borrower shall promptly pay interest only until the final
Payment Date corresponding to the term of such Advance, or the Maturity Date (whichever is
applicable), upon which' date all unpaid principal, interest accrued thereon and fees, if any. shall be due
and payable. if the term of a non-amortizing Advance ends on a date that is not a Payment Date,
then the; repayment of such Advance shall be due and payable on the Payment Date immediately
preceding such date.

(iii) CFC: will fumier to the Borrower a Payment Notice at least ten (10) days before each
payment Date, provided, however. that CFC'e failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obiigetion to make payments as and when
due as provided for herein.

(iv) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate pemiitted by applicable law.

B. Application of Payments. Each payment shall be applied to the Obligations, first to
any fees, costs, expenses or charges cither than interest or prinoipai, second to interest accrued. and
the balance to principal.

CFC LOANAG
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Selection of Interest Rate and Interest Rate Computation. Prior to each Advance on
a Note, the Borrower must select in writing either a CFC Fixed Rate or the CFC Variable Rate, as
follows

__.... Fixed Rate for an Advance, then such
rate shall be in effect for the CFC Fixed Rate Term selected by the Borrower, CFC shall provide the
Borrower with at least sixty (60) days prior written or electronic notice of the date on which the CFC
Fixed Rate is due to reprice. Pursuant tocFc's policies of general application for repricing, the
Borrower may select any of the interest rate options then available for similarly classified borrowers
repricing from a CFC Fixed Rate. If the Borrower does not select an interest rate in writing when a
CFC Fixed Rate is subject to repricirrg, then the Advance subject to such oF Fixed Rate shall reprice
Te, and shall bear interest at, the CFC Variable Rate. CFC agrees that its long»term loan policies will
include a fixed interest rate option until the Maturity Date. For any Advance, the Borrower may not
select a. CFC Fixed. Rate with a CFC Fixed Rate Term that extends beyond the Maturity Date
Interest on amortizing Advances bearing interest at e CFC Fixed Rate shall be computed for the actual
number of days elapsed on the basis of a year of 365 days, until the first day of the Billing cycle in
which theAmcrtization Basis Date occurs. interest shall then be computed on the basis of a 30-day
month and 360-day year. Interest On non~amortizing Advances bearing interest at a CFC Fixed Rate
shalt be computed for the actual number of days elapsed on the basis of a year of 365 days

(i) CFC Fixed Rate. If the Borrower selects a CFC

(ii) CFO Variable Rate. If the Borrower selects the CFC Variable Rate for an Advance, then
such CFC Variable Rate shall apply until the Maturity Date, unless the Borrower elects to convert to a
CFC Fixed Rate pursuant to the terms hereof. Interest on Advances bearing interest at the CFC
Variable Rate shall be computed for the actual number of days elapsed on the basis of a year of 365
days

Section 3.03 Conversion of Interest Rates

A. CFC Variable Rate to a CFC Fixed Rate. The Borrower may at any time convert from
the CFC Variable Rate to a CFC Fixed Rate by submitting to CFC a Conversion Request requesting
that a CFC Fixed Rate apply to any outstanding Advance, The rate shall be equal to the rate of interest
offered by CFC in effect on the date of the Conversion Request. The effective date of the new interest
rate shall be e date determined by CFG pursuant to its policies of general application following receipt
of the Conversion Request

_. GPC Fixed Rate to CFC Variable Rate. The Borrower may at any time convert a CFC
Fixed Rate to the CFC variable Rate by: (i) submitting a Conversion RequeSt requesting that the CFC
Variable Rate apply to any outstanding Advance, and (ii) paying to CFC promptly upon receipt of an
invoice any applicable conversion fee calculated pursuant to CFC's long-term loan policies as
established from time to time for similarly classified long-term loans. The effective date of the CFC
Variable Rate shall be a date determined by CFC pursuant to its policies of general application
following receipt of the Conversion Request

v- A CFC Fixed Rate to Another CFC Fixed Rate.
convert from a CFC Fixed Rate to another CFC Fixed Rate if the Borrower: (i) submits a Conversion
Request requesting that a CFG Fixed Rate apply to any Advance end (ii) pays to CFC promptly upon
receipt of an invoice any applicable conversion fee calculated pursuant to CFC's long-term loan policies
as established from time to time for similarly classified long-term loans. 'The effective date of the new

The Borrower may at any time

CFG LOANAG
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interest rate shall be a date determined by CFC pursuant to its policies of general application following
receipt of the Conversion Request

Section 3.04 Optional Prepayment.
(30) days prior written notice to CFC, prepay any Advance, in whole or in part, together with the interest
accrued to the date of prepayment and any prepayment premium prescribed bY CFC pursuant to its
policies of general application in effect from time to time

The borrower may at any time, on not less than thirty

Section 3.05 Mandatory Prepayment. If  there is a change in the Borrower's corporate
structure (including without limitation by merger, consolidation, conversion or acquisition), then upon
the effective date of such change, (a) the Borrower shall prolonger have the ability to request, and
CFC shall have no obligation to make, Advances hereunder and (b) the Borrower shall prepay the
outstanding principal balance of all Obligations, together with any accrued b\Jt»Llhpaid interest
thereon, any unpaid costs or expenses provided for herein, and a prepayment premium prescribed
by CFC pursuant to its policies of general application in effect from time to time

Notwithstanding the foregoing, Borrower shalt retain the ability to request, and CFC shall retain the
obligation to make,Advances hereunder and no prepayment shall be required under this Section
3.05 if, after giving effect to such change, Borrower, or its successor in interest, is engaged in the
furnishing of electric utility services to its members and patrons for their use as ultimate consumers
and is organized as a cooperative, nonprofit corporation, public utility district, municipality, or other
public governmental body

Section 3.06 Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default Gorltinues for thirty days thereafter
then beginning on the thirty-f irst day after the Payment Dete and for so long as such default
continues. Advances shall bear interest at the Default Rate

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC

Legal Matters. AH legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for cc

Documents. CFC shall have been furnished with (i) the executed Loan Documents
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (i i i) an opinion of counsel for the
Borrower addressing such legal matters as CFC shall reasonably require, and (iv) all other such
documents as CFC may reasonably request

__ Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of  all certif icates. authorizations, consents, permits and l icenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder

CFC LOANAG
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D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect aS
though Such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event
of Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books Of the Borrower; there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements aS CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with- applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC;

F; UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shell require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Ericumbrances, in the Mortgaged Property which may be perfected by the f iling of a f iNancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be
made only for the purposes set forth in Schedule 1 hereto.

H. Other information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but .not limited to (i) information regarding the specific purpose
for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial analysesand
pro forma financial statements sufhcierlt to demonstrate to CFC's reasonable satisfaction that after
giving effect to the Advance requested, the Borrower shall continue to achieve the DSC ratio set forth
in Section 5.01 .A;herein, to meet all of its debt service obligations, and otherwise to perform and to
comply with all other covenants and conditions set forth in this Agreement, and (ii i) any other
information as CFC may reasonably request. CFC's obligation to make any Advance hereunder is
conditioned upon prior receipt and approval of the Borrower's written requisition and ctherinformation
and documentation, if any, as CFC may have requested pursuant to this paragraph.

I. Special Conditions. CFC shall be fully satisfied that the Borrower has complied with
at! special conditions identified in Schedule 1 hereto.

iv
Vu
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ARTICLE v

CDVENANTS

Section 5.o1 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios, DesigN of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.85. The Borrower shall not decrease its rates for electric service if it has failed
to achieve a D50 Ratio of 1.35 for the calendar year prior to such reduction subject only to an order
from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.

c. Ndico. The Borrower shall promptly rlotlfy CFC in writing Qf:

(E) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower:

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets.
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default..

D. Default Not ices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(I) W ithin one hundred twenty (120) days af ter the close of  each .calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the Borrower
will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed by the
Borrower's General Manager or Chief Executive Officer, stating that during such year, and that to the
best of said persoNs knowledge, the Borrower has fulfilled all of its obligations under this Agreement,
the Note, and the Mortgage throughout such year or, if there has been a default in the fulfillment of any
such obligations, specifying each such default known to said person and the nature and status thereof,

(ii) The Borrower shall deliver to CFC within one hundred. twenty (120) days of CFC's
written request which shall be no more frequently than once every year, a certification, in form and
substance
professional engineer satisfactory to CFC. The Borrower shall also deliver to GFC such other
information as CFC may reasonably request from time to time.

satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a

. r
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Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTGS as required thereby

Financial Books; Financial Reports; Right of Inspection. The Borrower all at al
times keep, and safely preserve, proper books. records and accounts in which full and true entries
wil l  be made of all of  the dealings, business and affairs of  the Borrower, in accordance with
Accounting Requirements. When requested by CFG, the Borrower will prepare and furnish CFC
from time to time periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower shall
furnish to CFC a full and complete report of its financial condition and statement of its operations as of
the end of such calendar year, in form and substance satisfactory to CFC. In addition, within one
hundred twenty (120) days of the end of each the Borrower's fiscal years during the term hereof, the
Borrower shall furnish ro CFC a full and complete consolidated and consolidating report of its financial
condition" and statement of its operations as of the end of such fiscal year, audited and certified by
independent certified public accountants nationally recognized or otherwise satisfactory to CFC and
accompanied by a report of .such audit in form and substance satisfactory to CFC, including without
l imitation a consolidated and consolidating balance sheet and the related consolidated and
consolidating statements of income and cash flow. CFC, through its representatives, shallot all times
during reasonable business hours and upon prior notice have access to, and the right to inspect and
make copies of, any or all books, records and accounts, and any or all invoices, contracts, leases
payrolls, canceled checks, statements and other documents and papers of every kind belonging to or
in the possession of the Borrower or in anyway pertaining to its property or business

notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing if
it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage

Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
interest rate option, interest rate term and other written instructions submitted to CFC in the Borrower's
written request for an Advance hereunder, (ii) that such instructions shall constitute a covenant under
this Agreement to repay the Advance in accordance with Such instructions, the applicable Note, the
Mortgage and this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule
1 hereto

J Compliance With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority

Taxes. The Borrower shall  pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained

CFC LOANAG
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L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
Tiling and recording of financing statements, fixture filings, mortgages, deeds at trust and other
documents), which may be required under any apply be law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably .satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

cy:

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

_ (ii) i f  i t  receives any wri t ten communication al leging Borrower's v iolat ion of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees. commitments and other obligations described in
Section 5.02.D(i). of this Agreement shall at all times be less than fifteen percent (15%) of Total
Utility Plant or fifty percent (50%) of Equity, whichever is greater.

o . special Covenants. The Borrower agrees that i t wil l  comply with any special
covenants identified in Schedule 1 hereto.

. Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another entity
or person unless such action is either approved, as is evidenced by the prior written consent of CFC, or
the purchaser, successor or resulting corporation is or becomes a member in good standing of CFC
and assumes the due and punctual payment of the Note and the due and punctual performance of the
covenants contained .in the Mortgage and this Agreement.

B. Limitations on. Sale, Lease or Transfer of Capital Assets: Application of Proceeds.
Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital asset, except
in accordance with this Section 5.02.B. If no Event of Default (end no event which with notice or lapse
of time and notice would become an Event of Default) shall have occurred and be continuing, the
Borrower may, without the prior written consent of CFC, sell, lease or transfer (or enter into an
agreement to sell, lease or transfer) any capital asset in exchange for fair market value consideration
paid to the Borrower if the value of such capital asset is less than five percent (5%) of Total Utility Plant
and the aggregate value of capital assets sold, leased or transferred in any 12-month period is less
than ten percent (10%) of Total utility plant. If the Borrowerdoes sell, lease or transfer any capital
assets, then the proceeds thereof (less ordinary and reasonable expenses incident to such transaction)

CFC LOANAG
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shall immediately (i) be applied as a prepayment of the Note, to such installments as may be
designated by CFC at the time of any such prepayment, (ii) in the case of dispositions of equipment
material or scrap, applied to the purchase of other property useful in the Borrower's business, although
not necessarily of the same kind as the property disposed of, which shall forthwith become subject to
the lien of the Mortgage; or (iii) applied to the acquisition or construction of other properly or iN
reimbursement of the costs of such property

Limitation on Dividends, Patronage Refunds and Other Distributions

(i) MakeDistributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets

(ii) If, after giving effect to theDistribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of up
to thirty percent (30%) of its total margins for the preceding calendar year

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing

Limitations On Loans, Investments and Other Obligations

(I) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures
or other securities Cr obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise. in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount. thereof would exceed thegreaterof fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity

(ii) The following shall not be include d in the limitation of purchases. investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds. notes
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories; (c)
investments incidental to loans made by CFC; (d) any deposit that is fully insured by the United States
(e) loans and grants made by any Governmental Authority to the Borrower under any rural economic
development program, but only to the extent that such loans and grants are non-recourse to the
Borrower; and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative from
which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreer nt has occurred and is continuing

CFC LOANAC»
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E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require. . .

F. notice of Change in Borrower Information. Change its (i) state of irlGorporation,
(ii) legal name, (iii) mailing address, or (iv) organizational identiii son number, if it has one, unless
the Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

14

ARTICLE VI

EVENTS DF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation 'or warranty made bathe
Borrower herein, or in any Of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect-

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty,  by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any
covenant or agreement contained in Sections 5.01.A, 5.01.B, 5.01.D, 5.01.E, 5.D1.G,
5.01 .|, 5.01.N or 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have beengiwn to the Borrower by CFC

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduit business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period. .

CFC LOANAG
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F. Other Dbligaticne. The Borrower shall (I) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or redeclared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the 'Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking
the appointment of a trustee, receiver, liquidator, custodian or other similar off icial of it or any
substantial part of its property and such involuntary case Or other proceeding shall continue without
dismissal or stay for a period of sixty (60) days; or an order for relief shall be entered against the
BOrrower under the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief  with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar off icial of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shell take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided n subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove any
eXecution, garnishment or attachment of such consequence as will impair its ability to continue its
business or fulfill its obligations and such execution. garnishment or attachment shall not be vacated
within sixty (60) days, The term "dissolution or liquidation of the Borrower", as used in this subsection,
shall not be construed to include the cessation of th corporate existence of the Borrower resulting
either from a merger or consolidation of the Borrower into or with another corporation following a
transfer of Alf or substantially all its assets as an entirety, under the conditions set forth in Section
5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of  attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, execution,
distrait, replevin or similar process) shall be rendered againetthe Borrower that, either individually

CFC LOANAG
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or in the aggregate, could reasonably be expected to have a material adverse effect upon the
business, operations, prospects, assets, liabilities or financial condition of the Borrower

ARTICLE VII

REMEDIES

. Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentrnerit, demand
protest or notice of any kind, all of Which are hereby expressly waived

(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not limited to, patronage capital
allocations and retirements.. money due to Borrower from equity certificates
purchased from CFC, and any membership or other fees thetwould otherwise be
returned to Borrower. The rights of CFC under this section are in addition to any
other rights and remedies (including other rights of setoff or recoupment) which CFC
may have. The Borrower waives all rights of setoff deduction, recoupment or
counterclaim

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and
with the effect provided in the Mortgageand the other Loan Documents, including, but
not limited to, a suit for specific performance, injunctive relief or damages

(V) Pursue any other rights and remedies available to CFC at law or in equity

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy

ARTICLE am

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered

CFC LOANAG
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to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All  such
communications shall be deemed to have beeN duly given (i) when personally delivered including
without limitation. by overnight mail or courier service, (ii) in the case of notice by United States mail
certified or registered, postage prepaid, return receipt requ steel, upon receipt thereof, or (iii) in the
case of notice by telecopy, Upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (i i) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Wginia 20171-3025
Attention: Senior Vice Plesident - Member Services
Fax # 703-709-6778

The Borrower

The address set forth in
Schedule 1 hereto

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out~of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegal and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement Or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings
or otherwise, (c) to restructure any of the Gbligations, (d) to review, approve or grant any consents
or waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, and (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing u!

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not .received at
C>FC's office in Hemdon, Virginia, or such other location as CFC may designate to the Borrower within
five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to all other
amounts due under the terms of the Loan Documents, any late payment charge as may be fixed by
CFC from time to time pursuant to its policies of general application as in effect from time to time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

GPC LOANAG
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Section 8.05 Filin Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution
filing, registration or recordation of any document or instrument in connection herewith. The
Borrower agrees to save harmless and indemnify CFC from and against any liability resulting from
the failure to pay any required documentary stamps; recordation and transfer taxes, recording costs
or any other expenses incurred by CFC in connection with this Agreement. The provisions of this
subsection shall survive the execution and delivery of this Agreement and the payment of allotter
amounts due under the Loan Documents

Section 8.06 waiver: Modification; No failure on the part of CFC to exercise, and no
delay in exercising, any righter power hereunder or under the other Lean Documents shall operate
as a waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or
further exercise thereof or the. exercise of any other right or power. No modification or waiver of any
provision Of this Agreement, the Note or the other Loan Documents and no consent tony departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given

SECTION 8.07 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER QF JURY
TRIAL

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY,AND CONSTRUED IN ACCURDANCEWITH, THE LAWS OF THE
GOMMONWEALTH OF VIRGINIA

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JuRssDloT\on OF
THE UNITED STATES CQURT5 LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED .FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE
BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTERHAVE TO THE
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT
AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT
FORUM

(Q) THE BDRROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TC THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATNES (EACH AN
INDEMNlTEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES

CFC LOANAG
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COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION. COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN .THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE.
NOTWITHSTANDING ANWHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF,
THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE
THE REPAYMENT OF THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE
TERMINATION OR RELEASE OF THE LIEN OF THE MORTGAGE.

l

Section 8.09 Complete Agreement. This Agreement. together with the schedules to the
Agreement, the Note and the other Loan Documents, and the other agreements and matters
referred to herein or by their terms referring hereto, is intended by the parties as a final expression of
their agreement and is intended as a Gomplete statement of the terms and conditions of their
agreement. In the event of any conflict in the terms and provisions of this Agreement and any other
Loan Documents, the terms and provisions of this Agreement shall control.

Section 8.10 Survival, successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan DoCUments have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC.
The Borrower shall not have the right to assign its rights or obligations under this Agreement without
the prior write n consent of CFC, except as provided in Section 5.02.A hereof.i *

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural,
and vice versa,

Section 8.12 Headings. The headings and sub-heedirigs contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall ot affect the remainder of such term, provision or condition nor any other
term, provision or condition, and this Agreement, the Note and the Other Loan Documents shall
survive and be construed as if such invalid or unenforceable term, provision or condition had not
been contained therein.

Section 8.14. Prior Loan Documents. It is understood and agreed that all of the terms,
conditions and provisions of this Agreement shall supersede all of the terms, conditions and
provisions of all Prior Loan Documents, except for (a) representations and warranties contained in
any Prior Loan Document, which shall continue to apply to the loan or loans referenced in the Prior
Loan Document, (b) conditions precedent to the making of any Advance under a Prior Loan

CFC LOAr4AG
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Document, and (c) any special covenants, conditions or other specific terms set forth on Schedule 1
to any Prior Loan Document, unless otherwise explicitly agreed to in writing by CFC. or superseded
by explicit reference thereto in this Agreement. For purposes of the foregoing, this Section 8.14
shall be deemed to amend all Prior Loan Documents, and notwithstanding termination of this
Agreement for any reason, this Section 8.14 shell nevertheless survive arid shell continue to amend
each Prior Loan Document for as long es the respective Prior Loan Document is in effect, but only
with respect to the matters set forth in this Section 8.14

Section 8.15 Binding Effect. This Agr%ment shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns

Section 8.16 Counterparts. Thi s Agreem ent  m ay  be  ex ecuted  i n  one or  m ore
counterparts, each of which will be deemed an original and all of which together will constitute one
and the same document. Signature pages may be detached from the counterparts and attached to
a single copy of this Agreement to physically form one document

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement

CFC LOANAG
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written

(SEAL)

SULPHUR SPRINGS.VALLEY ELECTRIC
COOPERATIVE, INC

Be

Title

Secretary

NATIONALRURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

Assistant Secretary-Treasurer

Attes t
Assistant Secretary-Treasurer

CFCLOANAG
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SCHEDULE 1

The Borrower shall use the proceeds of this Loan solely for any or all of the following
purposes: (A) to own or to Operate any of the property listed in (i) through (vi) below
(whether such property now exists or is hereafter constructed by the Borrower or acquired by
lease, contract, purchase or otherwise), (B) .to own or to operate any interest or other
participation in any Of such property; (C) to own or to exercise any rights to the output or
capacity of any such property; and (D) for the reasonable costs and expenses incurred by the
Borrower in connection with any of such property provided, however, that the Borrower may
also use the proceeds of this Loanto purchase LCTC's as required herein

(i) interests in all electric generation, transmission, distribution, conservation, load
management, general plant and other facilities related to the Borrower's electric business

(ii) interests in, and equipment or properly (real or personal) used in the operation of, any
mine, well, pipeline, plant, structure Orotherfacility used for the development, production
manufacture, storage, fabrication Or processing of fuel for the Borrower'e electric
business

(iii) with CFC's prior written consent, interests in, and equipment or property (real or personal)
used in the operation of, any mine, well, pipeline, plant, structure or other facility with
respect to the supply of water in connection with the Borrower's electric business

(iv) with CFC's prior written consent, water and waste systems, solid waste disposal facilities
natural gas distribution systems, telecommunications and other electronic
communications systems, in each case located substantially within the Borrower's electric
service territory

(v) with CFC's prior written consent, interests in other community infrastructure located
substantially within the Borrower's electric service territory and not specifically identified
herein: and

(vi) with respect to each of the foregoing (i) through (v)

(a) all property, fixtures, structures and other property associated therewith

(b) all additions, betterments, extensions, and improvements thereto

(c) all lends, easements and rights-of-way associated therewith; and

(d) all licenses, contract rights and other tangible and intangible assets used or useful in
connection with or related thereto

The aggregate CFC Commitment is $70,780,000.00. Within this aggregate amount, the
BorTower may, at its discretion, execute one or more Notes, each Note representing a separate
loan with GFC and containinga face amount and Maturity Date in accordance with the terms
conditions and provisions of this Agreement

CFC LOANAG
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Draw Period shall mean the period Of beginning on the date hereof and ending on the date
that is five (5) years thereafter

The Mortgage shaH mean the Restated Mortgage and Security Agreement dated as of even
date herewith between the Borrower and CFC, as it may have been supplemented. amended
consolidated. or restated from time to time

The Notes executed pursuant hereto and the amortization method for such Notes are as
follows

ts. The Payment Date months are March, June September and December.

7. The $ubsidiaries of the Borrower referred to in Section 2.01.B. are:
Name of Subsidiary; % of Borrowers ownership
N1A

The date of the Borrower's balance sheet referred to in Section 2.0'l.H is June 30, 2005 and
2006. ,

10.

11.

12.

The Borrower's exact legal name is: Sulfur Springs Valley Electric Cooperative, InG.

The Borrower's organizational type is: Corporation

pie Borrower is organized under the laws of the state of: Arizona

The Borrower's organizational identification number is: D038220~2

13. The place of business or, if more than one, the chief executive office of the Borrower refen'ed to
in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

14. The Governmental  Authori ty referred to in Section 2.01.J. is:
Commission.

Arizona Corporatism

15.

16.

The special conditions remelTed to in Section 4.01 .i are: None

The special covenants referred to in Section 5.01 .o are as follows: None

17. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384~522.

8.

9.

CFC LOANAG
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Fu nd Requisition Statement

Certification

Acting on behalf of the Borrower, Thereby certify that as of the date below: (1) I am duly authorized
to make this certification and to request fuNdsOn the terns specified herein, (2) the Borrower has met
all of the conditions contained in the loan agreement governing the terms of this Advance that the
Borrower is required to meet prior to an AdVance of funds, (3) all of  the representations and
warranties contained in said loan agreement are true; (4) no Event of Default, as defined in said loan
agreement, has oeeuired and is continuing, (5) know of no other event that has occurred which, with
the lapse of time and/or notiticadcn to CFC of such event, or otter giving effect to this Advance
would become an Event of Default; and (6) the funds requested heron will be used only for the
purposes specified in said loan agreement

I hereby authorize CPC, for 'and on behalf of the Borrower, to make this Advance on the following
terms, and hereby acknowledge and agree that such terns shall be binding upon Borrower under the
provisions of the loan agreement governing this Advance

Certified By
Title of Authorized OfficerSignature

PLEASE FAX TO 703-709-6776 AT T N

*ww-w*****F0R INTERNAL USEonLyvr****=wwvnv*

Approved By

Associate Vice President

Recommended By Portfolio Manager

CFC LOANAG
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BQLINGER. SEGARS. GILBERT & Moss. L.L.P
CERTIFIED PUBLIC ACCOUNTANTS

PHONE: (806) 747-3806

FAX: (805) 747-3815

1623 bOTH STREET

LUBBOCK. TEXAS 79401-2685

INDEPENDENT AUDITORS' REPORT

Board of Directors
Sulphur Springs Valley Electric Cooperative, Inc
Willcox. Arizona

We have audited the accompanying balance sheet of Sulfur Springs Valley Electric Cooperative, Inc. as
of June 30, 2006 and 2005, and the related statements of income and patronage capital, and cash flows
for the years then ended. These financial ,statements are the responsibility of the cooperative's
management. Our responsibility is to express an opinion on these financial statements based on our
audits

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Sulphur Springs Valley Electric Cooperative, Inc. as of June 30, 2006 and 2005, and
the results of their operations and their cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America

/

Certified Public Accountants

September 14, 2006



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC
Exhibit A

BALANCE SHEET

JUNE 30. 2006 AND 2005

ASSETS

June 30

UTILITY PLANT AT COST
Electric Plant in Service
Construction Work in Progress

Less: Accumulated Provision for Depreciation and Amortization

$

$

s

182,625,306
15.748.086

198,373,392
65.173.054

133,200,338

$

$

$

165,714,404
16.247.435

181.961 ,839
59_719.334

122,242,505

OTHER PROPERTY AND INVESTMENTS AT COST OR STATED VALUE
Non-Utility Property
Investments in Associated Organizations
Other Investments

s

$

115,029
9.997.324

419.625
10,531,978 $

$

115.029
9.715.135

354.480
10,184,644

CURRENT ASSETS
Cash - General
Temporary Cash Investments
Underbilled Power Cost
Accounts and Notes Receivable (Less allowance for uncollectibles

of $532,201 in 2006 and $531 ,476 in 2005)
Materials and Supplies
Other Current and Accrued Assets

901 .692

727.938
210.000
341.545

$

7.145.902
1 .202.627

530.440
9,780,661

4.778.728
556.125
974.371

7,588,707

DEFERRED CHARGES 302,777

$ 153,815,754

s

$ 420.080

$ 140,435,936

EQUITIES AND LIABILITIES

EQUITIES
Memberships
Patronage Capital
Other Equities

186,760
43.617.316

$

$ 43,804,076 $

181 .445
40.054.679

(819,777)
39,416,347

LONG~TERM DEBT
CFC Mortgage Notes Less Current Maturities
Notes Payable - Fort Huachuca

$

$

78,348,000
1 .651 .087

80,009,087

$ 76,575,091

$ 76,675,091

OTHER LONG-TERM LIABILITIES
Deferred Compensation 242,204 s 166.134

ACCUMULATED PROVISIONFOR PENSIONS AND BENEFITS
Postretirement Benefits 551,054 $ 546.684

CURRENT LIABILITIES
Notes Payable
Current Maturities of Long-Tem Debt
Accounts Payable - Purchased Power
Accounts Payable - Other
Accounts Payable - Bank Overdraft
Consumer Deposits
Accrued Taxes
Accrued Interest
Accrued Payroll
Accrued Employee Compensated Absences
Other Current and Accrued Liabilities

$ $ 2,426,981
4.138.957
3.843.918
2.214.199

5,996,828
4.371 .089
5.332.448
2.590.744

315.927
1 .247.936
1.581 .298

25.889
157.199

1.B56.562
36,977

23,513,897

1.132.021
1 .643.409

13.636
366.880

1 .697.783
43.198

17,520,982

DEFERRED CREDITS

$

$ 5,695,436

$ 153,815,754

$

$ 6,110,698

$ 140,435,936

See accompanying notes to the financial statements
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
Exhibit B

STATEMENT OF INCOME AND PATRONAGE CAPITAL
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Years Ended June 30,
2006 2005

Amount Amount% %
Increase

(Decrease)

$ 48.1
12.4
35.5
0.5
0.7
1.9
0.9

100.0

$ 33,189,865
6,270,281

24,622,173
348,298

(1 ,759,682)
510,683
648,028

$ 63,829,646

52.1
9.8

38.6
0.5

(2.8)
0.8
1.0

100.0

$ 3,430,585
3,149,416
2,420,495

65,290
2,319,830

913,959
41,122

$ 12,340,697

OPERATING REVENUES
Residential
Irrigation
Commercial and Industrial
Public Buildings and Other Authorities
Power Cost Adjustments
Rent from Electric Property
Other Operating Revenues

Total Operating Revenues $

36,620,450
9,419,697

27,042,668
413,588
560,148

1 ,424,642
689,150

76,170,343

$ 59.2
0.6
9.3
2.5
3.3
0.9
0.7
4.1
7.5
0.9
0.2
0.2

89.4

56.7
0.3

10.6
2.7
4.1
0.9
0.5
4.2
8.3
1.0
0.1
0.1

89.5

$
OPERATING EXPENSES

Purchased Power'
Transmission
Distribution - Operation
Distribution - Maintenance
Consumer Accounts
Customer Service and Information
Sales Expenses
Administrative and General
Depreciation and Amortization
Taxes
Other Interest
Other Deductions

Total Operating Expenses $

4s,111 ,247
479,869

7,074,687
1,911 ,905
2,542,412

657,004
501,857

3,124,334
5,728,457

702,087
156,140
138.638

68,128,637

$ 36,208,652
202,377

6,736,977
1,736,525
2,600,468

599,813
317,628

2,663,899
5,320,877

627,592
90,909
84,397

$ 57,190,114 $

8,902,595
277,492
337,710
175,380
(58,056)
57,191

184,229
460,435
407,580
74,495
65,231
54,241

10,938,523

BeforeOPERATING MARGINS -
Fixed Charges $ 8,041,706 10.6 $ 6,639,532 10.5 $ 1,402,174

FIXED CHARGES
Interest on Long-Term Debt
Amortization of Conversion Fees

4,460,641
82,712

4,543,353

5.9
0.1
6.0

3,705,354
82,712

3,788,066

5.8
0.1
5.9

OPERATING MARGINS - After Fixed Charges

$

$ 4.6 4.6

$

$

0.4 0.3Capital Credits

NET OPERATING MARGINS $

3,498,353

289,097

3,787,450 5.0

$

$ 2,851 ,466

203,690

$ 3,055,156 4.9 $

755,287

755,287

646,887

85,407

732,294

NONOPERATING MARGINS
Interest Income and Dividend Income
Other Nonoperating Margin (Loss)

111,895
983,071

1,094,966

0.1
1.3
1.4

111 ,874
742,846
854,720

0.2
1.2
1.4

21
240,225
240,246

NET MARGINS

$

$

$ 4,882,416 6.4

$

$

$ 3,909,876 8.3

$

$

$ 972,540

PATRONAGE CAPITAL - Beginning of Year 40,054,679 37,501 ,073

NONQPERATING MARGINS TRANSFERRED TO PRIOR
YEAR DEFICIT

PATRONAGE CAPITAL RETIRED

(279,118)

(1 ,077,152)

$ 40,054,679PATRONAGE CAPITAL - End of Year

(819,777)

(500,002)

$ 43,617,316

in
h

See accompanying notes to the financial statements.
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
Exhibit C

STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

June 30,
2006 2005

$ 4,882,416 s 3,909,876
CASH FLOWS FROM OPERATING ACTIVITIES

Net Margins
Adjustments to Reconcile Net Margins to Net Cash Provided
by Operating Activities

Depreciation and Amortization
Capital Credits - Noncash
Accrued Postretirement Benefits
Deferred Charges
Deferred Credits
Accounts Receivable
Unbilled Power Cost
Inventories and Other Current Assets i
Accounts Payable and Other Accrued Liabilities

Net Cash Provided by Operating Activities $

6,586,061
(125,201)

53,900
117,303
(415,262)

(2,367,174)
(560,147)
(202,571 )

2,267,006
10,236,331 $

5,971 ,324
(69,068)
53,900

242,127
3,013,666
(778,090)

1,759,682
(537,110)

1,188,636
14,754,943

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Utility Plant
Plant Removal Costs in Excess of (Less Than) Salvage
Other Property and Investments - Net of Noncash Capital Credits

Net Cash Used in Investing Activities

$ (17,350,741)
(193,153)
(222,133)

$ (17,766,027)

$ (22,492,463)
(94,322)

(389,753)
$ (22,976,538)

$ $ 1,846,937
12,000,000
(4,085,441)

CASH FLOWS FROM FINANCING ACTIVITIES
Net Advances on CFC Short-Term Line of Credit
Advances from CFC
Payments on Long-Term Debt to CFC
Notes Payable to Fort Huachuca
Payments on Notes Payable to Fort Huachuca
Payments on Postretirement Benefits
Retirement of Patronage Capital
Memberships - Net

Net Cash Provided by Financing Activities $

3,569,847
6,000,000
(4,154,944)
1,799,830

(78,758)
(49,530)

(500,002)
5-315

6,591 ,758 $

(55,599)
(1 ,077,152)

7,490
8,636,235

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $ (937,938) $

937,938CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR $ 0 $

414,640

523,298

937,938

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid During the Year for;

Interest
Income Taxes

$
$

4,494,396
0

$
$

3,776,354
0

See accompanying notes to the financial statements.



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations
Sulphur Springs Valley Electric Cooperative, Inc. (the cooperative) is a non-prof i t company
organized to provide electric serv ice at the retail level to primarily residential and commercial
accounts in a designated serv ice area. Power delivered at retail is purchased wholesale from
Arizona Electric Power Cooperative, Inc., of which Sulphur Springs Valley Electric Cooperative, Inc
is a member. Any revenues earned in excess of costs incurred are allocated to members of
Sulphur Springs Valley Electric Cooperative, Inc. and are reflected as patronage capital equity in
the balance sheet

System of Accounts
The accounting records of the cooperative are maintained in accordance with the Uniform System
of Accounts as prescribed by the Federal Energy Regulatory Commission for Class A and B electric
utilities modified for electric borrowers of the Rural Utilities Service (Rus)

Electric Plant, Maintenance, and Depreciation
Electric plant is stated at the original cost of construction which includes the cost of contracted
serv ices. direct labor, materials, and overhead items. Contributions f rom others toward the
construction of electric plant are credited to the applicable plant accounts

When property which represents a retirement unit is replaced or removed, the average vintage cost
of such property as determined from the continuing property records is credited to electric plant
and such cost, together with cost of removal less salvage, is charged to the accumulated provision
for depreciation

Maintenance and repairs, including the renewal of minor items of plant not comprising a retirement
unit, are charged to the appropriate maintenance accounts, except that repairs of transportation
and service equipment are charged to clearing accounts and redistributed to operating expense
and other accounts

Allowance for Uncollectible Accounts
The cooperative uses the aging method to allow for uncollectible accounts receivable. During the
year, management makes an evaluation of past due accounts to determine collectability. The
accounts deemed uncollectible are written off upon approval by the board of directors

Inventories
Materials and supplies inventories are valued at average unit cost

Electric Revenues
The cooperative's operating revenues are under the jurisdiction of the Arizona Corporation
Commission

As of June 30, 2006 and 2005, the cooperative has delivered power for usage which has not yet
been billed. It is estimated that this unbilled revenue amounts to $6,946,557 and $5,900,329 at
June 30, 2006 and 2005, respectively



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC

NOTES TO FINANCIAL STATEMENTS

The cooperative's tariffs for electric service include wholesale power cost adjustment clauses under
which electric rates charged to customers are adjusted to reflect changes in the cost of power
Annual changes in these amounts appear as over and under billed revenue on the statement of
income

Patronage Capital Certificates
Patronage capi tal  f rom associated organizat ions is recorded at  the stated amount of  the
certificates

Cash and Cash Equivalents
For purposes of the statement of cash f lows, the cooperative considers cash-general and cash
construction fund, to be cash equivalents

Group Concentration of Credit Risk
The cooperative's headquarters facility is located in Willcox, Arizona. The service area includes
members located in a multi-county area of southeastern Arizona. The cooperative records a
receivable for electric revenues as billed on a monthly basis. The cooperative requires a deposit
from its members upon connection which is applied to unpaid bills in the event of default. The
deposit accrues interest and is returned along with accrued interest af ter one year of  prompt
payments. As of June 30, 2006 and 2005, deposits on hand were $1,247,936 and $1,132,021
respectively

The cooperative places its demand deposits with f inancial institutions that are members of the
Federal Deposit Insurance Corporation which insures deposits up to a maximum of $100,000. At
various times during the year, cash balances were in excess of the FDIC coverage

Use of Estimates in Preparation of Financial Statements
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
af fect the reported amounts of  assets and l iabil i t ies and disclosure of  contingent assets and
l iabi l i t ies at the date of  the f inancial statements and the reported amounts of  revenues and
expenses during the reporting period. Actual results could differ from those estimates

Comparative Financial information
Certain amounts in the prior period financial statements have been reclassified in order to conform
to current period presentation

2. Assets Pledged

Substantially all assets are pledged as security for the long-term debt due the National Rural Utilities
Cooperative Finance Corporation (CFC)



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

3. Electric Plant

The major classes of electric plant are as follows

June 30

Intangible Plant
Transmission Plant
Distribution Plant
General Plant

Total Electric Plant in Service
Construction Work in Progress

46.500
7.502.470

154.019.339
21 .056.987

$ 182,625,306
15.748.086

46.500
7.216.275

140.571 .507
17.780.122

$ 165,714,404
16.247.435

Total Electric Plant $ 198,373,392 $ 181,96t,839

Provision for depreciation of electric plant is computed using straight-line rates as follows

2.75%
2.75%
2.75%

Transmission Plant
Station Equipment
Poles. Towers. and Fixtures
Overhead Conductors and Devices

Distribution Plant
Station Equipment
Poles. Towers. and Fixtures
Overhead Conductors and Devices
Underground Conduit
Underground Conductors and Devices
Line Transformers
Services
Meters
Installations on Consumers' Premises
Street Lighting and Signal Systems

3.20%
4.00%
2.80%
2.30%
5.90%
3. 10%

y,
3.40%

%
4.30%

The cooperative computes depreciation on transmission and distribution .plant by applying the above
rates to the individual plant accounts. This is done to provide necessary detail information to the
Arizona Corporation Commission



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

General plant depreciation rates have been applied on a straight-Iine basis and are as follows

Structures and Improvements
Office Furniture and Fixtures
Computer Equipment
Transportation Equipment
Stores Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Tools, Shop, and Garage Equipment

6.00%
12.50% and 1600%

20.00%
6.00%

12.00%
6.00%
6.00%
6.00%

Depreciation and amortization for the years ended June 30, 2006 and 2005,
$5,971,324, respectively, of  which $5,728,457 and $5,320,877 was charged
amortization expense, and $857,604 and $650,447 allocated to other accounts

was $6,586,061 and
to depreciation and

4. Investments in Associated Organizations

investments in associated organizations consisted of the following as of June 30, 2006 and 2005

June 30

Capital Term Certificates
Patronage Capital
Membership

$ 3,008,854
658.046

$ 2,780,766
624.483

$ 3,667,900 $ 3,406,249
Arizona Electric Power Cooperative, Inc

Patronage Capital
Other

$ 6,151,213
178.211

$ 6,151,213
157.673

$ 9,997,324 $ 9,715,135



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

5. Other Investments
June 30

Member Loans
Homestead Funds, Inc. - At Fair Value

$ 177,421
242.204

$ 188,346
166.134

$ 419,625 $ 354,480

6. Inventories - At Average Cost

Inventories consist of
June 30

Materials and Supplies
Resale Material

$ 1,048,529
154.098

$ 511 ,170
44.955

$ 1,202,627 $ 556,125

7. Deferred Charges

Deferred charges consist of
June 30

$ $

116.000

95,824
82.712

116.000
21.677

Acquisition Proposal
Long-Term Debt Conversion Costs
Prepaid Income Taxes
Clearing - Inventory Adjustment
Deferred income - All Electric Homes
Other Deferred Charges

146.943
39.834 103.867

$ 302,777 $ 420,080

During 2003, the cooperative incurred $248,136 in long-term debt conversion costs associated with
refinancing various notes to fixed rates currently available. This amount is being written off over three
years. The cooperative expensed $82,712 and $82,712, in 2006 and 2005, respectively



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

8. Return of Capital

Under the provisions of the mortgage agreements, until the equities and margins equal or exceed 20%
of the total assets of the cooperative, the return to patrons of capital contributed by them is limited
generally to 25% of the patronage capital or margins received by the cooperative in the prior calendar
year. The equities and margins of the cooperative represent 28.5% of the total assets at the balance
sheet date. Patronage capital totaling $500,002 and $1,077,152 was retired during the years ended
June 30, 2006 and 2005, respectively, and was within the guidelines set by CFC for the return of
capital

9. Patronage Capital

June 30

Assigned
Assignable

$ 49,992,738
5.799.065

$ 55,791 ,803
12.174.487

$ 46,590,104
5.139.057

$ 51,729,161
11.674,482Less: Retired

$ 43,617,316 $ 40,054,679

10. Other Equities

June 30

Capital Gains and Losses
Nonoperating Margins
Unallocated Deficit

$ (22,969)
460.675

(1 ,257,483)

$ (819,777)

Future year's non-operating margins will be applied to the unallocated deficit until they are fully
absorbed. During the current audit period the prior years amounts were offset



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

11. Mo r tg a g e  No te s  - CFC

Following is a summary of long-term debt due CFC and maturing at various times from 2006 to 2038

June 30,
2006 2005

Fixed Rate Notes:
2005 - interest Rates 2.80% to 6.75%
2006 - Interest Rates 2.95% to 6.75%

$ 80,814,048

Less: Current Maturities
I

$
82,659,103

$ 82,659,103
4,311,103

$ 78,348,000

$ 80,814,048
4,138,957

$ 76,675,091

Principal and interest installments on the above notes are due quarterly. As of June 30, 2006, annual
maturities of long-term debt due CFC for the next five years are as follows:

2007
2008
2009
2010
2011

$ 4,311 ,too
3,763,813
3,430,552
3,250,365
5,022,681

12. Notes Payable - Fort Huachuca

in conjunction with the contract to provide distribution maintenance and operation services for Fort
Huachuca the cooperative agreed to purchase the existing facilities on the fort. The agreed upon price
of $1,799,830 is being financed by the fort over 15 years at a fixed interest rate of 10.75%. Monthly
payments total $20,175.

As of June 30, 2006, annual maturities of long-term debt due FQrt Huachuca for the next five years are
as follows:

2007
2008
2009
2010
2011

$ 59,985
66,761
74,302
82,695
92,036

13. Short-Term Borrowing

The cooperative has a $8,500,000 line of credit for short-term financing with cc at a variable interest
rate. The cooperat ive had an outstanding amount of  $5,996,828 and $2,426,981 under such
agreement at June 30, 2006 and 2005, respectively.



SULPHUR SPRINGS VALLEY ELECTRIC COCPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

14. Deferred Credits

Deferred credits  consist of

June 30
2006 2005

Consumer Advances for Construction
Undelivered Patronage Capital Refunds
Other Deferred Credits
Fort Huachuca - Deferred Revenue

$ 4,180,127
1,013,150

502,159

$ 3,354,857
801,789
594,922

1,359,130
1

$ 5,695,436 $ 6,110,698

15. Pension Benefits

Pension benefits for substantially all employees are provided through participation in the National Rural
Electric Cooperative Association (NRECA) Retirement 8t Security program, a defined benefit pension
plan qualified under section 401 and tax exempt under section 501 (a) of the Internal Revenue Code. In
this multi-employer plan, which is available to all member cooperatives of NRECA, the accumulated
benefits and plan assets are not determined or allocated by individual employer. The Retirement and
Security Program has periodically been under moratorium due to the plan reaching full funding
limitation. Due to funding limitations imposed by federal law, the plan at times must put a moratorium
on contributions. The resulting pension cost to the cooperative was $1,124,039 and $959,847, for the
years ended June 30, 2006 and 2005, respectively.

The cooperative is also a participant in the NRECA 401(k) savings plan, a defined contribution plan.
The cost to the cooperative under this plan for the years ended June so, 2006 and 2005, was $181 ,718
and $172,898, respectively.

16. Other Long-Term Liabilities

The cooperative has provided a deferred compensation plan for certain employees under benefit
programs. The liability resulting from these programs is as follows:

June 30,
2006 2005

Employee Deferred Compensation Program $ 242,204 $ 166,134



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

17. Postretirement Benefits

The cooperative provides postretirement benefits for eligible employees through a plan with NRECA

For any employee that retires after December 31, 2001, the retiree pays the full pre-65 premium and
the premium for an individual Medicare Supplement Policy. For employees that retired on or before
December 31, 2001, the cooperative pays $1,250 toward the pre-65 premium and $1,250 towards an
individual Medicare Supplement Policy

The weighted-average discount rate used to develop the accumulated postretirement benefit obligation
was seven percent. The assumed health care cost trend rate is 10% in 2003, declining to an ultimate
level of 5.5% in 2009

Amounts recognized in the cooperative's June 30, 2006 and 2005, f inancial statements and funded
status of the plan is as follows:

June 30,
2006 2005

|) Net Postretirement Benefit Cost
Interest Cost
Service Cost
Prior Service Cost

55 24,900
36,700
(7,700)

$ 24,900
36,700
(7,700)

H) $ 53,900 $ 53,900

$ 546,684
36,700
24,900
(7,700)

(49,530)

$ 548,383
36,700
24,900
(7,700)

(55,599)

Accumulated Postretirement Benefit Obligation

(APBO) Reconciliation

APBO Balance at Beginning of Year
Interest Cost
Service Cost
Prior Service Cost
Benefits Paid
Net Postretirement Benefit Liability

at End of Year $ 551,054 $ 546,684

The cooperative has not funded plan assets as of June 30, 2006.

18. Litigation and Commitments

The cooperative is included in civ il litigation cases instituted by the cooperative for the purpose of
collecting delinquent accounts receivable from certain members/owners.

The cooperative has executed a contract to purchase all of its electric power requirements from Arizona
Electric Power Cooperative, Inc. (AEPCO). The contract is effective through December 31, 2035. At
this time the cooperative is negotiating with AEPCO to become a partial requirements customer.



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

The cooperative with other Class "A" members of AEPCO has guaranteed to provide its share of power
to Salt River Project in the event that AEPCO cannot perform under its firm power agreement

19. Related Party Transactions

The cooperative is represented on the Board of Directors of Arizona Electric Power Cooperative, Inc
(AEPCO) and purchases all of its electric power from AEPCO. Margins earned by AEPCO have been
allocated to Sulphur Springs Valley Electric Cooperative, Inc., and are reflected under investment in
associated organizations on the balance sheet. During the years ended June 30, 2006 and 2005, the
cooperative purchased electric power from AEPCO of $45,111,247 and $36,208,652 respectively.
Amounts payable to AEPCO as of  June 30, 2006 and 2005, f rom the cooperative amounted to
$5,332,448 and $3,843,917, respectively. Allocations of patronage capital to the cooperative from
AEPCO are reflected as investments in associated organizations on the cooperative's balance sheet.
No allocations were made to the cooperative during the years ended June 30, 2006 and 2005.

The cooperative through common board oversight and management provides various accounting and
management support and services to two individual non-profit organizations: Sulphur Springs Valley
Electric Cooperative Charitable Trust and Sulphur Springs Valley Electric Foundation.

Sulphur Springs Valley Electric Cooperative Charitable Trust is a non-profit organization, tax exempt
under Internal Revenue Code 501 (c) 3, and organized to provide necessary assistance to individuals,
famil ies, organizations and agencies in need, within the cooperative's serv ice area. Under the
cooperative's Operation Roundup Program, certain members of the cooperative have elected to have
their power bill rounded up to the next whole dollar. All proceeds from this program are transferred to
the charitable trust and represent the main source of income to the charitable trust.

Sulfur Springs Valley Electric Cooperative Foundation is a non-profit organization, tax exempt under
Internal Revenue Code section 501 (c) 3, and organized primarily to fund the Washington Youth Tour,
Youth Energy Science (YES) Fair, educational scholarships and other qualif ied programs. The
cooperative foundation is primari ly funded through retired and unclaimed capital credits of  the
cooperative as defined by the by-laws of the cooperative and the laws of the State of Arizona.

20. Operating Leases

The cooperative has executed operating leases in which the cooperative leases a portion of its Sierra
Vista off ice facility to other parties. The leases vary in term and renewal options. The cooperative
recognized $30,156 and $34,966 as lease revenue for the years ended June 30, 2006 and June 30,
2005, respectively. The lease is currently on a month to month basis and is expected to be terminated
before year end.



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC

NOTES TO FINANCIAL STATEMENTS

21. Fair Value of Financial Instruments

Statement of Financial Accounting Standards No. 107, Disclosures About Fair Value of Financial
Instruments, requires disclosure of fair value information about f inancial instruments. Many of  the
cooperative's financial instruments lack an available market as characterized by a normal exchange
between a willing buyer and a willing seller. Accordingly, signif icant assumptions, estimations, and
present value calculations were used for purposes of this disclosure.

The following assumptions were used to estimate fair value of each class of f inancial instrument for
which estimation is practicable.

Patronage Capital from Associated Organization - The right to receive cash is an inherent component
of a financial instrument. The cooperative holds no right to receive cash since any payments are at the
discretion of the governing body for the associated organizations. As such, Patronage Capital from
Associated Organizations is not considered a financial instrument.

CFC Capital  Term Cert i f icates - I t  is not pract icable to est imate fair value for these f inancial
instruments given the lack of a market and their long holding period.

Cash and Temporary Cash Investments - Carrying value, given the short period to maturity.

Long-Term Debt Variable Rate - Carrying value, since these notes reprice frequently at market rates.

Long-Term Debt Fixed Rate - Estimated by computing the present value by individual note to maturity,
using currently quoted or offered rates for similar issues of debt. The year end CFC fixed interest rate
for long-term debt available for notes with the same term remaining was used in the calculation for all
f ixed rate long-term debt. These are the only f inancial instruments of the cooperative that have a
difference in Fair Value and Carrying Value. The carrying value of the cooperative's fixed rate debt is
$82,659,104 The estimated fair value was calculated to be $65,732,443.
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BOLINGER, SEGARS, GILBERT & Moss, L.L.P
CERTIFIED PUBLIC ACCOUNTANTS

PHONEZ (ace) 747-3806

FAX: (806) 747-3815

1623 10THSTREET

LUBBOCK. TEXAS 79401-2685

INDEPENDENT AUDITORS' REPORT ON INFORMATION
ACCOMPANYING THE BASIC FINANCIAL STATEMENTS

Our audi ts of  the basic f inancial  statements presented in the preceding
sect ion of this report were made for the purpose of forming an opinion on
s u c h  f i n a n c i a l  s t a t em en t s  t a k en  a s  a  w h o l e . The accom pany i ng
informat ion shown on pages 18 through 25 is presented for  purposes of
addit ional analysis. Such in form at ion,  except  for  that  por t i on m arked
Unaudi ted" on which we express no opinion,  has been subjected to the

audit ing procedures appl ied in the audi t  of  the basic f inancial  statements
and ,  i n  ou r  op i n i on  t he i n f o r m a t i on ,  excep t  f o r  t ha t  po r t i on  m ar ked
Unaudited", is fair ly stated in al l  material respects in relat ion to the basic

f inancial statements taken as a whole

I&-M W W ALP

Certified Public Accountants

September 14, 2006
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
Schedule 1

ELECTRIC PLANT
FOR THE YEAR ENDED JUNE 30, 2006

Balance
7/1/2005

Additions

and
Reclassi-
fications Retirements

Balance
6/30/2006

CLASSIFIED ELECTRIC PLANT IN SERVICE

Intangible Plant $ 46,500 $ $ $ 46,500

$ $ $ S 49,
933.201

2,650.462
3.869,476
7,502,470

Transmission Plant
Land and Land Rights
Station Equipment
Poles, Towers, and Fixtures
Overhead Conductors and Devices

Total $

49,331
933,201

2,515,964
3,717,779
7,216,275 $

136,723
155,316
292,039 $

2,225
3,619
5,844 $

I

$ $ 1,314 $ $

305,929
129,234

3,179
190,886
67,940
31,523

Distribution Plant
Land and Land Rights
Structures and Improvements
Station Equipment
Poles, Towers, and Fixtures
Overhead Conductors and Devices
Underground Conduit
Underground Conductors and Devices
Line Transformers
Services
Meters
Installations on Consumers' Premises
Street Light and Signal Systems

Total

123,393
5,191

12,965,728
28,827,292
19,375,408
12,456,735
15,787,419
32,942,419
8,061 ,520
6,971 ,730
1,195,989
1,958,683

$ 140,671,507

3,913,229
1,570,350

980,983
474,786

2,965,590
2,538,663

144,733
1,412,696

52,246
26,460

$ 14,081,050 $

2,750
1,757

733,208 $

124,707
5,

16.878,957
30,091 .713
20,227,157
12.928.342
18.562.123
35,413,142
8.174,730
8.384.426
1,245,485
1,983,376

154,019,349

$ $ $

19,823
141,441

777,461
4,368,352
2,457,445
2,689,724

261,787
1 ,125,048

572,034
4,575,398

852,144
100,729

38,872

General Plant
Land and Land Rights
Structures and Improvements
Office Furniture and Equipment
Transportation Equipment
Stores Equipment
Tools, Shop, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Net Aid to Plant lnvestement - Ft. Huachuca

Total $ 17,780,122

$ 11,439
2,000,840

79,860
632,729
32,142
50,095

100,310
1,384,875

36,246
2,782

(854,117)
$ 3,477,001 $

$

200,136

939,188

$

788,900
6,368,992
2.517.482
3,181 ,012

293,929
1.175,143

672,344
5.921 .401

888,390
103,511
(854,117)

21 ,056,987

Total Classified Electric Plant In Service
Construction Work in Progress

$ 165,714,404
15,247,435

$ 17,850,090
(499,349)

$ 182,625,306
15,748.086

Total Utility Plant $ 181,961,839 $ 17,350,741 $ 939,188 $ 198,373,392



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC
Schedule 2

ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION
FOR THE YEAR ENDED JUNE 30, 2006

Balance
7/1/2005

Depreciation
Accruals Retirements

Balance
6/30/2006

Intangible Plant $ 46,500 $ $ $ 46,500

Transmission Plant $ 4,380,315 $ 199,459 $ $ 4,579,774

Distribution Plant $ 45,178,573 $ 5,167,039 $ 933,643 $ 49,411,969

$ $ $
19.623

128.011

125,012
145.799
331 .142
11.499
51 .140
25.229

479.809
46.024

(6,354)

33.347

General Plant
Structures and Improvements
Office Furniture and Equipment
Transportation Equipment
Stores Equipment
Tools, Shop, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment

Total General Plant

$ 1,991,650
1.814.945
2.184.330

153.391
671 .664
376.308

2.789.165
354.257
46.051

$ 10,381,761 $ 1,219,563 $ 174,627 $

2,116,662
1.941 .121
2.387.461

164.890
729.158
401.537

3.235.627
400.281
49.960

11 ,426,697

Total Classified Electric Plant in Service $ 59,987,149 $ 6,586,061 $ 1,108,270 $ 65,464,940

Retirement Work in Progress 24.071 (291,886)

$ 65,173,054Total

(267,815)

$ 59,719,334 $ 6,586,061 $ 1,132,341

(1) Charged to Depreciation and Amortization Expense
Charged to Clearing and Other Accounts

$ 5,728,457
857.604

$ 6,586,061

(2) Cost of Units Retired and Sold
Add: Cost of Removal
Less: Salvage and Other Credits

$ 939,188
378.865
185.712

Loss Due to Retirement $ 1,132,341



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC

Schedule 3
OTHER PROPERTY AND INVESTMENTS

JUNE 30. 2006 AND 2005

June 30
2006 2005

NON-UTILITY PROPERTY
Land Held for Future Substation Sites $ 115,029 $ 115,029

000
10

$ 000
10

658,046
6,151,212

24,702
151,016

2,484

624,483
6,151,213

19,087
137,326

1,250

INVESTMENTS IN ASSOCIATED ORGANIZATIONS
Memberships

National Rural Utilities Cooperative Finance Corporation
Other

Patronage Capital
National Rural Utilities Cooperative Finance Corporation
Arizona Electric Power Cooperative, Inc.
National Rural Telecommunications Cooperative
Federated Rural Electric Insurance Exchange
National information Systems Cooperative

Capital Term Certificates
National Rural Utilities Cooperative Finance Corporation

Total Investments in Associated Organizations $
3,008,854
9,997,324 $

2,780,766
9,715,135

OTHER INVESTMENTS
Member Loans Receivable
Homestead Funds, Inc.

Total Other Investments

$

$

$ 10,531,978

177,421
242,204
419,625

$

$

$ 10,184,644

188,346
166,134
354,480

Total Other Property and Investments



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC

Schedule 4
PATRONAGE CAPITAL

JUNE 30. 2006

Year Assignable Retired Balance

$

Assigned
SSVEC AEPCO

$ 1,962,967 $ $ $

38.601
164.927

6 888

20.147
38.390

107.978
110.214
131.655
228.668

1,962,967
20.147

991
164.927
114.866
110.214
447.681
780.715
351.822
187.983
43 754

373,156
427,875
557,380

1,861 ,471
1,221 ,186

631,366
396,749
534,630
250,026

10

286,839
194,754
189,200
195,217

316.026
552.047
351.822
187.983
43.754

373,156
427,875
557,380

1,861 ,471
1,221 ,186

631,366
396,749
534,630
542,575
913,573
717,893
429,716

2,097,639
1,536,891
1,056,601

636,830
1,747,920
2,297,104
1,559,057
1,514,534
1,551 ,900
2,557,142
3,262,510
2,772,943
2,585,107
2,383,110
3,402,651

1,916,729
2,931,416
1,303,017

542,561

250,000

1960+
1963
1964
1965
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1999
2000
2001
2002
2003
2004
2005
2006 (6 months)

Adjustments

3,921,637
1,877,418

10

292,549
913,563
717,893
429,716

2,097,639
1,536,891
1,056,601

636,830
1,747,920
2,010,265
1,364,303
1,325,334
1,366,683
2,557,142
3,262,510
4,689,672
4,973,962
3,686,127
3,152,651
3,921,637
1,877,418

10

$ 5,799,065 $ 43,204,524 $ 6,788,214 $ 12,174,487 $ 43,617,316



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC
Schedule 5

CFC MORTGAGE NOTES

JUNE 30. 2006

CFC MORTGAGE NOTES

Date of Interest Principal
Amount

Amount
UnadvancedNumber

Principal
Repayments Obligations

03-31 -74
05-13-75
03-13-77
03-31 -78
03-31 -80
05.31 -82
08-20-84
09-30-86
03-31-89
01-29-93
01 -19-94
04-26-95
07-01 -98
03-31 -02
03-31-02
03-19-04
12-31 -03

3.75%
3.75%
3.75%
6.30%
6.55%

$ 136,894
214.763
226.338
274.544

1.131 .932
1.218.680
1.360.016
2.465.340
1.863.099
1.392.424
1.460.778
1.477.356
3.456.245

17.661 .540
2.697.304
9.005.568

18.809.420
17.806.862

3.75%
6.55%
3.75%
3.75%
3.75%
3.75%
6.55%

Various (1)
4.90%
6.75%

Various (2)
Various (3)

750.000
820.000
622.000
644.000

2.171 .000
1 .988.000
2.104.000
3.520.833
2.401 .042
1.781 .250
1.808.333
1.705.000
3.714.000

18.281 .000
2.878.000
9.270.000

28.304.131
46.364.000 28.170.862

613.106
605.237
395.662
369.456

1.039.068
769.320
743.984

1.055.493
537.943
388.826
347.555
227.644
257.755
619.460
180.696
264.432

9.494.711
386.276

Total CFC $ 129,126,589 $ 28,170,862 $ 18,296,624 $ 82,659,103

(1) - Interest rates range from 4.65% to 5.30%
(2) - Interest rates range from 2.95% to 5.65%
(3) - Interest rates range from 5.60% to 6.70%

Net obligation includes $4.311 ,103 due CFC payable within one year and classified as current liabilities on the balance sheet



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC
Schedule 6

ADMINISTRATIVE AND GENERAL EXPENSES AND TAXES
FOR THE YEARS ENDED JUNE 30. 2G06 AND 2005

June  30 Increase
(Decrease)

ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and General Salaries

Office Supplies and Expense

Outside Services Employed

Injuries and Damages

Directors' Fees and Mileage

Dues paid Associated Organizations

Miscellaneous General Expenses

Capital Credits

Maintenance of General Property

$ 1,528,999

416.131

395.689

59.497

216.011

146.230

276.803

g

75.456

$ 1,351,185

220.428

376.617

35.397

191.382

161.777

232.014

26.491

68.608

$ 177,814

195.703

19.072

24.100

24.629

(15,547)

44.789

(16,973)

Total $ 3,124,334 $ 2,663,899 $ 460,435

TAXES

Franchise $ 702,087 $ 627,592 74.495



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC
Schedule 7

FIVE YEAR COMPARATIVE DATA

Financial Data 2006 2005
Years Ended June 30

2004 2003 2002

$ $ $
OPERATING REVENUES

Residential
Irrigation
Commercial and Industrial
Public Buildings and Other Authorities
Power Adjustment (Over) Underbilled
Rent from Electric Property
Other Operating Revenues

Total Operating Revenues

$ 36,620,450
9.419.697

27.042.668
413.588
560.148

1.424.642
689.150

$ 76,170,343

$ 33,189,865
6.270.281

24.622.173
348.298

(1,759,682)
510.683
648.028

$ 63,829,646 s

31,976,770
5.227.040

23.493229
348.169

1.102.095
358.495
669.064

63,174,862 $

29,192,851
4.812.129

22.378.750
372.041
753.718
370.825
674.516

58,554,840 $

27,926,935
4.335.006

21 .413.326
363.391
44.895

240.009
684.092

55,007,654

$ $ $
OPERATING EXPENSES

Purchased Power
Transmission
Distribution - Operation
Distribution - Maintenance
Customer Accounts
Customer Service and information
Sales Expense
Administrative and General
Depreciation and Amortization
Taxes
Other Interest
Other Deductions

Total Operating Expenses

$ 45,111,247
479.869

7.074.687
1.911 .905
2,542,412

657,004
501,857

3,124,334
5,728,457

702,087
156,140
138,638

$ 68,128,637

$ 36,208,652
202.377

6.736.977
1.736.525
2,600,468

599,813
317,628

2,663,899
5,320,877

627,592
90,909
84,397

s 57,190,114 $

35,444,526
213.908

6.951 .217
2,022.41 1
2,629,489

660,875
335,689

2,769,907
4,954,872

594,011
60,932

110,124
56,747,961 $

33,368,724
447.049

6.398.321
1.928318
3,225,622

737,990
367,289

2,232,527
4,713,112

536,955
41 ,461
71 ,458

54,068,826 $

31 ,035,350
240.415

5.315.514
1.813.288
2,478,253

652,211
458,070

2,341,184
4,418,201

470,728
109,719
113,136

49,446,069

Before FixedOPERATING MARGINS -
Charges $ 8,041,706 $ 6,639,532 $ 6,426,901 $ 4,486,014 $ 5,561,585

FIXED CHARGES
Interest on Long~Term Debt
Amortization of Conversion Fees

$

4,460,641
82,712

4,543,353 $

3,705,354
82,712

3,788,056 $

3,085,088
82,712

3,167,800 $

3,034,705

3,034,705 $

3,068,010

3,068,010

OPERATING MARGINS - After
Fixed Charges $ $ $

Other Capital Credits

NET OPERATING MARGINS

$ 3,498,353

289,097

$ 3,787,450

$ 2,851,465

203,690

$ 3,055,156 $

3,259,101

128,694

3,387,795 $

1,451 ,309

1,428,895

2,880,204

2,493,575

3,093,037

$_ 5,586,612

NONOPERATING MARGINS
Interest Income
Other Nonoperating Income (Expense)

111,895
983,071

1,094,966

111,874
742,846
854,720

112,580
(74,537)
38,043

124,681
(291 ,240)
(166,559)

138,382
(291 ,735)
(153,353)

NET MARGINS

$

s

$ 4,882,416

$

$

$ 3,909,876

$

$

$ 3.425.838

$

$

$ 2,713,645

$

$

$ 5,433,259

Miscellaneous Statistics
MWH Sales
Times Interest Earned Ratio
Debt Service Coverage
Equity to TotaI Assets
Equity to Total Capitalization

735,119
2.09
1.54
28.5
34.2

661,688
2.06
1.66
28.1
32.8

627,364
2.11
1 .46
29.6
33.2

598,744
1 .89
2.02
29.7
34.3

563,770
2.77
2.55
29.7
33.9



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC
Schedule 8

STATEMENT OF INCOME AND PATRONAGE CAPITAL
FOR THE CALENDAR YEARS 2005 AND 2004

UNAUDITED

December 31
2005 2004

OPERATING REVENUES $ 68,718,037 $ 62,793,699

$ 39,657,238
256.391

6.878.483
1.820.043
2.593.333
1.041.165
2.879.666
5.513.746

617.202
237.506

61,494,773

$ 35,213,316
207.620

6.618.668
1.946.842
2.630.754

956.986
2.663.973
5.123.141

634.195
112.340

$ 56,107,835

OPERATING EXPENSES
Cost of Power
Transmission Expense
Distribution - Operation
Distribution - Maintenance
Consumer Accounts
Customer Service. Information, and Sales
Administrative and General
Depreciation and Amortization
Taxes
other Deductions

Total Operating Expenses $

OPERATING MARGINS - Before Fixed
Charges $ 7,223,264 $ 6,685,864

FIXED CHARGES
Interest on Long-Term Debt

OPERATING MARGINS - After Fixed Charges

4.032.440 3.488.171

Capital Credits

$ 3,190,824

283,525

$_ 3,474,349

$ 3,197,693

204,952

$ 3,402,645Net Operating Margins

NONOPERATING MARGINS
Interest Income
Other Nonoperating Income (Expense)

Total

$ 127,052
1,140,011
1,267,063

107,363
171,755
279,118

NET MARGINS

$

$ 4,741,412

$

$

$ 3,681,763
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BOLINGER, SEGARS, GIL]318RT & Moss. L.L.P
CERTIFIED PUBLIC ACCQUNTANTS

PHONE: (sos) 747-3805

FAx: (BOE) 747-381 5

1623 1 o1" STREET

LUBBOCK. TEXAS 79401-2885

LETTER TO BOARD OF DIRECTORS REGARDING POLICIES
CONCERNING AUDITS OF CFC BORROWERS

Board of Directors
Sulphur Springs Valley Electric Cooperative, Inc
Willcox. Arizona

We have audited, in accordance with auditing. standards generally accepted in the United States of
America, the balance sheet of Sulphur Springs Valley Electric Cooperative, Inc. as of June 30, 2006, and
the related statements of income and patronage capital and cash flows for the year then ended, and have
issued our report thereon dated September 14, 2006.

In connection with our audit, nothing came to our attention that caused us to believe that the Cooperative
failed to comply with the terms of Article V of the National Rural Utilities Cooperative Finanee Corporation
Loan Agreement insofar as they relate to accounting matters. However, our audits were not directed
primarily toward obtaining knowledge of such noncompliance.

This report is intended solely for the information and use of the Boards of Directors and management of
Sulphur Springs Valley Electric Cooperative, Inc. and the National Rural Utilities Cooperative Finance
Corporation and is not intended to be and should not be used by anyone other than these specified parties.

4-6 -
/ 4

»r"l 14
/

~;"777»,¢. AL P

Certified Public Accountants

September 14, 2006
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EXHIBIT F



CERTIFICATION

NEW AUTHORIZATION CHOICES

We hereby certify that the entries in this report are in accordance with the accounts and otherrecords of the system

and reflect the status of the systemto the best four knowledge and belief

/ .1, Gr*
DateMSignature of Offi Ger of' Alco

9W 42
DateSignature of Manager

ITEM
YEAR-TO-DATE

THIS MONTH
(d)

LAST YEAR

(H)
THIS YEAR

(b)
BUDGET

(c)
1. OperatingRevenue andPatronage Capital 70,556,55 I 83,463,534 73,271 ,382 6,646,631
2. PowerProductionExpense 0 0 0 0
3. Cost of Purchased Power 39,657,238 50,325,722

\/
42,801,578 4,226,374

4. Transmission Expense 261,269 409,638 246,485 65,654
0.aeration5. Distribution Expense 7,533,650 8,305,989 6,954,948 698,388

6. Distribution Expense - Maintenance 2,140,561 2,242,675 2,377,378 258,484
7, Consumer Accounts Expense 2,593,333 2,678,854 2,463,363 245,047

Customer Service and Informational Expense 596,626 671,672 795,523. 57,414
Sales Expense 444,539 498,952 461,556 29,838

10. Administrative and General Expense 2,932,818 3,138,164 3,247,719 130,730
ll. Total Operation & Maintenance Expense (2 thru 10) 56,160,034 68,271,666 59,348,550 5,520,945
12. Depreciation & AmortizationExpense 5,513,746 6,078,576 V'

6,000,000 540;76l
13. Tax Expense -Property & GrossReceipts 0 0 0 0
14. Tax Expense - Other 617,202 783,726 805,300 55,925
15. Interest on Long-Term Debt 4,032,440 4,807,890 4,734,304 477,312
16. Interest Charged to Construction (Credit) 0 0 0 0
17. InterestExpense- Other 128,695 270,856 145,800 22,081
18. Other Deductions 108,811 144,319 87,500 21,615
19. Total Cost of Electric Service (ll thru 18) 66,560,928 80,357,033 71,1z1,454 6,638,639
20. Patronage Capital & Operating Margins (1 minus 19) 3,995,623 3,106,501 2,149,928 7,992
21. Non Operating Margins - Interest 127,053 114,678 132,000 8,165
22. Allowance for FundsUsedDuring Construction 0 0 0 0
23. Income (Loss) firm Equity Investments 0 0 0 0
24. Non Operating Margins - Other 335,212 (239,588 1,029,336 455,165
25. Generation & Transmission Capital Credits 0 0 0 0
26. Other Capital Credits & Patronage Dividends 283,524 402,783 492,900 285
27, Extraordinary Items 0 0 0 0
28. Patronage Capital or Margins (20 thru 27) 4,741,412 3,384,374 3,804,164 (438,723

ITEM
YEAR-TO-DATE

ITEM
YEAR-TO-DATE

LAST YEAR

<a)

THIS YEAR

(b)
LAST YEAR

(a)

THIS YEAR

(b)
l. New Services Connected 265 829 5. Miles Transmission 298 298

2. Services Retired 52 281
6. Miles Distribution
Overhead 3,179 3,290

49,719 50,267
7. Miles Distribution
Underground 536 641

4. Idle Services (Exclude Seasonal) 2,190 1,498
8. Total Miles Energized
(5+6+'1) 4,013 4,229

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

FINANCIAL AND STATISTICAL REPORT
Submit one electronic copy and one >igned hard copy

ro CFC. Round all numbuls Ru the near al dollzu

'Total Services In Place

I

~CFC Form 7 Short Fo1Tn (1 I/2006) Page 1 0f5.



CFC
FINANCIAL AND STATISTICAL REPORT

BORROWER DESIGNATION
Az014

YEAR ENDING 12/3]/2006

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS

1. Total Utility Plant in Service 196,262,415 28. Memberships 188,375
2. Construction Work in Progress 12,072,740 29. Patronage Capital 41,447,239
a. Total Usury Plant (1+2) 208,335,155 30. Operating Margins - Prior Years 0
4. Acc um. Provision for Depreciation and Amer! 67,046,698 31. Operating Margins - Current Year 3,509,283
5. Net Utility Plant (3-4) 141,288,457 32, Non-Operating Margins 124,910
6. NonutilityProperty - Net 115,029 33, Other Margins & Equities 69
7. Investment in Subsidiary Companies 0 34. Total Margins & Equities (28 thru 33) 45,020,056
8. Invest, in Assoc. Org.. Patronage Capital 7,055,636 35. Long-Term Debt CFC (Net) 90,100,504
9. Invest. inAssoc. Org.. Other. GeneralFunds 1,010 >(Payments-Unapplied ($ 0
10. InvestinAssoc. Org. - Other - Nongeneral Funds 3,043,379 36. Long-Telm Debt- Other (Net) o
11. Investments i.nEconomic Development Projects 0 >(Payments-Unapplied ($ 0
12. Other Investments 175,139 37. Total Long~Term Debt (35+36) 90,100,504
13 . Special Funds 264,182 38. Obligations Under Capital Leases - Non current 0
14. Total Other Property & Investments (6 thru 13) 10,654 75 39. Accumulated Operating Prowlsions . Asset Retirement Obligations 829,080
15. Cash-General Funds 823,412 40. Total Other Noncurrent Liabilities (38+39) 829,080
16. Cash-ConstructionFunds-Tmstee 0 41. Notes Payable 5,541,883
17. Special Deposits 62,365 42. Accounts Payable 6,910,847
18. TemporaryInvestments 0 43. ConsumersDeposits 1,332,753
19. Notes Receivable-Net 0 44. Current Matudties Long-Term Debt 0
20. Accounts Receivable . Net Sales ofEnergy 3,534,341 45. Current MaturitiesLong-Tenn Debt-Economic Development 0
21. Accounts Receivable . NetOther 2,137,908 46. Current Mamrities Capital Leases 0
22. Materials & Supplies - Electric and Other 523,057 47. Other Current &Accrued Liabilities 4.864,665
23. Prepayments 543,357 48. Total Current & Accrued Liabilities (41 thru 4'7)_ 18,650,148

r Current & Accrued Assets 27,530 49. Deferred Credits Y
i 5,349,050

al Current & Accrued Assets (15 thru 24) 7,651,970 50. Total Liabilities & Other Credits (34+37+40+48+49) 159,948,838
26. Deferred Debits 354,036
27. Total Assets & Other Debits (5+l4+25+26) 159,948,838

Balance Beginning of Year 9,414,282
Amounts Received This Year (Net) 2,693,800
TOTAL Contributiom-In-Md~Of-Construction 12,108,082

Estimated unbilled revenue not included in pan C Line 20

Prepaid 10 year long-term right of way leases amortized 10 yrs

Deferred CR-Lump Sum ISAC payments amortized over 25 yrs

Deferred credit patronage capital uncased checks

Deferred credit libel adjustment balance

Deferred credit-solar energy government programs
Deferred credit consumer advances for construction
Deferred credit joint use rent amortized over terms of lease
Deferred credit-cost of removal
Fort Huachuca Deferred Revenue
Fort Huachuca A/C included in Part C Line 21
For Huachcua CWIP included in Part C Line 2
Cash from retiremnet of G&T and other capital credit's

$2,699,259

$268,601

$245,693

$1 ,169,251

so ,999,191

$338,773
$4,743,156

$381,837
$32,280

$437,251
$1,861,138

$477,572
$314,127

CFC Form 7 Short Form (11/2006) Page 2 of 5



CFC
FINANCIAL AND STATISTICAL REPORT

BORROWER DESIGNATION
AZ014

YEAR ENDING
12/3]/2006

Much of Part E has been consolidated. Enter only the total of "Distribution Plant" (that includes such items as Land and Land Rights,
Structures and Improvements and Station Equipment), the total of "General Plant" (items such as Office Furniture, Transportation Equipment)

the total of "Transmission Plant' (items such as Land and Land Rights, Roads and Trails),
Steam, Nuclear, Hydro, Other Production Plants and "All Other Utility Plant"

P ART E .  CHANG E S IN P LANT

PLANT ITEM
BALANCE

BEGINNING OF
YEAR
(a)

ADDITIONS

(b)

RETIREMENTS

(¢)

ADJUSTMENTS
AND TRANSFE R

(d) (=)

BALANCE END OF
YEAR

1. Distribution Plant Subtotal 145,671,400 21,110,348 2,067,902 0 1644713,846
2. General Plant Subtotal 13,839,406 1,513,763 144,455 0 15,208,714
3. Headquarters Plant 5,165,345 2,544,715 0 0 7 710,060
4. Intangibles 46,500 0 0 0 46,500
5. Transmission Plant Subtotal 7,334,040 1,984,600 33,349 0 9,285,291
6. Production Plant - Steam 0 0 0 0 0
7. Production Plant. Nuclear 0 0 0 0 0
8. Production Plant - Hydro 0 0 0 0 0
9. Production Plant Other 0 0 0 0 0
10. All OtherUtility Plant (1,033,755) 331.759 0 0 (701,996)
11. SUBTOTAL: (1 thru 10) 171,022,936 27,485,185 2,245,706 0 196,262,415
IZ. Construction Work in Pro ass3 16,312.616 (4,239,876 12,072,740

208,335,155

CFC NO LONGER REQUIRES SECTIONS "FII, "Gay, "NH AND HPI! DATA
Those sections refer to data on "Analysis of Accumulated Provision for Depreciation" (F),

"Materials and Supplies" (G), "Annual Meeting and Board Data" (N), and "Conservation Data" (P).

PART H. SERVICE INTERRUPTIONS

ITEM
Avg. Hours per

Consumer by Cause
Avg. Hours per

Consumer by Cause
Avg Hours per

Consumer by Cause
Avg. Hours per

Consumer by Chose TOTAL

(=)

PowerSupplier
(8)

Extreme Storm
Tb)

Preammged
(G)

All Other
(d>

1. PresentYear 0.08 000 0.01 0.17 0.26
2. Five-Year Average 0.17 0.01 1.770.04 1.55

PARTL EMPLQMEE - Holm AND PAYROLL s'rAnsrlcs

1. Number of Full Time Employees 185 4. Payroll -Expenses 6,150,337
2. Employee . Hours Worked -Regular Time 342,512 5. Payroll - Capitalized 2,407,070
3. Employee . Hours Worked . Overtime 25,013 6. Payroll-Other 1 ,238,679

1>ARTJ. PATRONAGE CAPITAL PART K. DUE FROM CONSUMERS FOR ELECTRIC SERWCE

ITEM ITHIS YEAR CUMULATIVE

(a) (b)

1. Amount Due Over 60 Days:

233,473

Off During Year:1. General Retirement 10,682,767292,549 I

2. Special Retirements 0 0

3. Total Retirements (1 +2) 292,549 10,682,767

04.
Cash Received firm Retirement of Patronage
Capital by Suppliers ofElectric Power

5.

Cash Received from Retirement of Patronage
Capital by Lenders for Credit Extended to the
Electric System 307,298

307,2986. Total Cash Received (4+5)

L. KWH PURCHASED AND TOTAL COST

NAME OF SUPPLIER

(a)

CFC USE ONLY
SUPPLIER

CODE

(b)

KWH PURCHASED

(c)

TOTAL COST

(d)

AVERAGE COST
PER KWH

(cents)

(G)

INCLUDED IN TOTAL COST

FUEL COST
ADJUSTMENT

(f)

WHEELING &
OTHER CHARGES

(or Credits)

(8)
1. AEPCO 794,324,562 50,325,722 6.34 5,600,087 0
2. 0 0 0.00 0 0
3. 0 0 OO() 0 0
4. 0 0 0.00 0 0

TOTALS 794,324,562 50,325,722 6.34 5,600,087 0

13. TOTAL UTILITY PLANT (11 + 12) 187,335,552 23,245,309 2,245,706 0 208,335,155



CFC
'FINANCIAL AND STATISTICAL REPORT

BORROWER DES IGNATION
Az014

12/31/2006YEAR ENDING

M. LONG~»TERM LEASES rIf.=ddm»na1;~sva=e in nébiléd, Lise separate sheet)

L1sT BELOW ALL "RESTRICTED PROPERTY" ** HELDUNDER"LONG TERM" LEASE. none, State "NONE")
NAME OF LESSOR TYPE OF PROPERTY RENTAL THIS  YEAR

1 .  No n e $0

2.

3. TOTAL S0
* * "RESTRICTED PROPERTY" means all properties other than automobiles, trucks, tractors, other vehicles (including without

limitation aircraft and ships), office and warehouse space and office equipment (including without limitation computers). "LONG TERM"

means leases having unexpired terms in excess of 3 years and covering property having an initial cost in excess of $250,000).

PART 0. LONG-'IERM DEBT SERVICEREQUIREMENTS

NAME OF LENDER

BILLED THIS  YEAR

BALANCE END OF
YEAR INTEREST

(3)
P RINCIP AL

( b )

TOTAL

(c)

CFC USE ONLY

(d)
L National Rural Utilities Cooperative Finance Corporation 90,100,504 4,390,279 4,194,124 8,584,403

2. 0 0 0 0

3. 0 0 0 0

4. 0 0 0 0

5. 0 0 0 0

6. 0 0 0 0

7. 0 0 0 0

8. 0 0 0 0

0 0 0 0

10. I _ TAL (Sum off thi'u 9) $90,100,504 $4,390,279 $4,194,124 $8,584,403

CFC Form 7 Short Form (11/2006) Page 4 of 5



CFC
FINANCIAL AND STATISTICAL REPORT

BORROWER DES IGNATION
AZ014

12/31/2006YEAR ENDING
PARTR. POWER REQUIREMENTSDATA BASE

CONSUMER, SALES, AND
REVENUE DATA

CLASSIFICATION

JANUARY
C ONSUM ER S

(a)

DECEMBER
CONSUMERS

(b)

AVERAGE

CONSUMERS

(C)

TOTAL KWH SALES
AND REVENUE

(ii)
1. Residential Sales

(excluding seasonal)

a. No. Consumers Served

b. KWH Sold

l¢. Revenue

38,695 39,432 39,064

334,357,730

39,450,924

0

10 093.268

25.896.874

3.256.317

429.459

0

0

0

11. TOTAL KWH Sold (lines lb thru Cb) 735,254,867
12. TOTAL Revenue Received From Sales of Electric

Energy (line ac thru ac) 79,126,842
13. Other Electric Revenue

2,215,604
14. KWH - Own Use

1,784,975
15. TOTAL KWH Purchased 794,324,562
16. TOTAL KWH Generated 0
17. Cost of Purchas_ses and Generation 50,325,722
18. Interchange - KWH - Net 0
19. Peak - Sum A11 KW Input (Metered)

Non-coincident Coincident
176,053

2. Residential Sales

Seasonal

a. No. Consumers Served 0 0 0

b. KWH Sold 0
c. Revenue 0

3. Irrigation Sales a. No. Consumers Served 575 633 604

b. KWH Sold 120,854,372
c. Revenue 10,093,268

4. Comm. and Ind.

1000 KVA or Less

a. No. Consumers Served 8,381 8,654 8,518
b. KWH Sold 237,887,593
c. Revenue 25,896,874

5. Comm. and Ind.

Over 1000 KVA

a. No. Consumers Served 3 3 3

b. KWH Sold 39,876,000
c. Revenue 3,256,317

public Street & Highway

gating

a. No. Consumers Served 45 47 46

b. KWH Sold 2,279,172
c. Revenue 429,459

7. Other Sales to Public

Authority

a. No. Consumers Served 0 0 0

b. KWH Sold 0
c. Revenue 0

8. Sales for Resales-RUS

Borrowers

a. No. Consumers Served 0 0 0

b. KWH Sold 0
c. Revenue 0

9. Sales for Resales-Other a. No. Consumers Served 0 0 0

b. KWH Sold 0
c. Revenue 0

10. TOTAL No. of Consumers (lines la thru pa) 47,699 48,769 48,234

CFC Form 7 Short Form (11/2006) Page 5 of 5
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» CFC
INVESTMENTS, LOAN GUARANTEES

AND LOANS - DISTRIBUTION

(All investments refer to your most recent CFC Loan Agreement)

BORROWER DESIGNATION

AZ014

BORROWER NAME

Sul fur SpringsElectric Cooperative, INC

Submit an electronic copy and a signed hard copy
to CFC. Round all amounts to le nearest dollar.

MONTHENDING
12/31/2006

1
DESCRIPTION

I
INCLUDED (5)

)
EXCLUDED (5)

( c)
INCOME OR LOSS

(d)

05 Patronage Capital CFC 725,52 I 0I
6 Patronage Capital G & T Supplier 0 06,151,213

07 Patronage Capital-Other, Federated, NISC, NRTC 0118,912
0lnvcsunenls in CTC's at NRUCFC & NRUCFC Membership 3,044,379 0

I 10,100,0250Subtotal (Line 5 thru 8) 0

9 0
10 0

0
12 0

0Subtotal (Line 9 thru 12) 0 0

13 ERC Loans Receivable 173,391 0 0
14 0 0 0
15 0 0 0
16 .0 0 0

Subtotal (Line 13 thru 16) 0173,391 0

17 0Deferred Compensation-Employee 264,182 0
18 0 0 0
19 0 0 0
20 0 0 0

0ISubtotaI (Line 17 thru 20) 0264,182

21 General Funds-Bank Of' America, Chase, Wells Fargo, On-Hand 613,138 200,000 0
22 CBA Medical 0 10,274 0
23 0 0 0
24 0 0 0

Subtotal (Line 21 thru 24) 613.138 0210,274

25 Other utilities, UPS, US Postmaster 15,983 0 0
26 State Fund Insurance 10,132 0 0
27 Bella Vista Water 350 0 0
28 City of Siena Vista, Pueblo del Sol 35,900 0 0

0Subtotal (Line 25 thru za) 62.365 0I

29 0 0 0
30 0 0 0
3) 0 0 0
32 0 0 0

0 0Subtotal (Llne 29 thru 32) 0

33 0 0 0
34 0 0 0
35 0 0 0
36 0 0 0

37 0 0 0
38 0 0 0
39 0 0 0
40 0 0 0

Subtotal (Line 37 thru 40) 0 0I 0

0

Subtotal (Llne 33 thru 36) 0101 0

Total 848.893 10.574,481 0
'ETC Font 7 Short Font (1 l/2006) Page l off
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CFC
INVESTMENTS, LOAN GUARANTEES

AND LOANS .. DISTRIBUTION

(All investments refer to your most recent CFC Loan Agreement)

BORROWER DESIGNATION
AZO14
BORROWER NAME

Sulfur Springs Electric Cooperative, INC

MONTH ENDING
12/31/2006

Submit an electronic copy and a signal hard copy
to CFC. Round all amounts ro the nearest dollar.

Line
No.

Organization & Guarantee Beneficiary

(a)

Maturity Date of
Guarantee
Obligation

(b)

Original Amount ($)

(c)

Performance
Guarantee Exposure
or Loan Balance ($)

(d)

Available Loans
(Covered by
Guarantees)

(e)

1 0 0 0
2 0 0 0
3 0 0 0
4 0 0 0
5 0 0 0

TOTALS (Line 1 thru 5) 0 Q
0

Line
No.

Name of Organization

(a)

Maturity Date

(b)

Original Amount (S)

(C)
Loan Balance ($)

(d)

Available Loans

(e)

1 0 0 0
2 I 0 0 0
3 0 0 0
4 0 0 0
5 0 0 0

TOTALS (Line 1 thru 5 0 0 0

1 TOTAL (Part I, Total - Column b + Part II, Totals - Column d + Column e + Pan III, Totals - Column d + Column e) . =848,893
..§31a255"3LARGER oF (@) OR (b)

a. 15 percent of Total Utility Plant (CFC Form 7, Part C, Line 3) 31,250.273
22.510 028|b. 50 percent of Total E ult (CFC Form 7, Part C, Line 34



We have added 92 new ratios to the existing, 53 ratios calc elated from xhc data entered on your Form 7.

These preliminary ratios can be used to evaluate your system's performance and used as an error checking device.
8\'lI)SC and DSC will be ¢srimnfefI" values. Your sys¢en\'s prior year's "investment in Associated Ores -

Patronage Capltal' must he entered as a part of the calculation: for MDSC.

I TE M

DESCRIPTION

ENTER

DATA

RATIO

n o .

RATIO

DESCRIPTION

ESTIMATED

RATIO VALUE

Invest. InAssoc. Org..PalCap (fa2005) 6,966,981 I Average Total Consumers Served 48,234.00

Billed Deb! Saviors (2006) 8.584.403 2 Total kWH Sold (1 ,000) 735,255.00

Total KWH Sold (far zoos) 499,402,975 3 Total  m iry pm (1,000) 108,335.16

Avg. Teal Number of Consmneis (Rx2005) 446.7: 4 Total Number ofEmplo es (Fun Time Only) lB§.00
Tool Umizy Pam (rm zoos) Is7,3\5,5s3 s Total Miles onLine 4,229.00

Tum Musa: ms Equities (mrzoo-1) 3.68 I ."63 6 TIER (1Mmard) 1.10

.4 ,Total Md Equine (mr20os) 4,741,412 7 TIER (2 off year High Average) 2.12

Tool Lung-Tam Debt (for2004) 6*.84°.4a. 8 OTIER 1.71

Total RAng-Tam Debt (for 2005) 75,596,880 9 OTIER (2 off years-Ii Average) 1.91

ToolMuginsmdequimks (mt 2001) 4.689.672 10 MDSC (esrimafed) 1.68

Tool Lang-Tam Debt (mt2001) 59,839,272 ll MDSC (2 off year Hi Average) 1.64
Cunt Mamrilics Lung-Tam Debt Eccncmk
D¢V¢l°l1IMl1 (2005) `l2 Debt Service Coverage - DSC (esfimnlcd) 1.66

Cuneln Mznnitis Lung-Term Debt (2005) 4.165,124 13 DSC (2 off year High Average) 1.71

TER (2004) 2.06 14 ODSC l .67
T151 (2005) 3.19 15 ODSC (2 off year high avalge) 1.63

UER (2006) 1.70 16 Equi\yAsA%0fAss¢1s 2s .1s

17 | 1 .-
Distribution Eqtu'ty (excludes equity 'm Assoc. Org's
Pa Capital) z4.sa

OTIER (2004) 1 .91 18 Equity As A A of Total Capitalization 33.32

OTER (2005) Les 19 Lung Term Debt As A v of Total Assets 56.33

OTER(2006) 1.71 20 I-vue Term Debt Per KWH Sold (Mills) 122.54
,

-is6 =.~- -~:=a_-4 . , * a
-s.. 21 Long Term Debt Per Consumer (S) 1,867.99

MDSC (2004) 1.43 22 Non-Uovemmcnt Debt As A of Total Long-Tenn Deb! 100.00

MDSC (2005) L() 23 Blended Interest Rate (V ) 5.66

MDSC (2006) 1.68 24 Annual Capital Credits Rztilvsd Per Total Equity (%) 0.65
.\¢"'-

25 Long-Tenn Interest As A % of Revenue 5.76

DSC (2004) 1.40 26
Cumulative Patronage Capital Retired As A % of Total
Pauctnage Capital 19.18

DSC (2005) l.1( 27 Rate AfR:tum on Equity (°/ ) 7.52

DSC (2006) 1.66 28 Rate ofketum on Total Capitalization (%) 6.06

29 Current Ratio 0.41

ODSC (2004) .42 30 General Funds Per TUP ( /,) 0.66

ODSC (2005) L60 31 Plant Revenue Ratio (PPR) One Year 6.37

ODSC (2006) 1.67 32 lnvesnnem in Subsidiaries to Total Assets (%)

1 / of Total Margins 8: Equity 900,401 33 Total Operating Revenue Per KWH Sold (Mills) 113.52

Tool Lung-Term Leases 34 Total Operating Revenue Per TUP Investment (Cents) 40.06

Ira of Thu Llano ponlnn (300,134) 35 Total Operating Revenue Per Consumer (S) 1,730.39

Pat Cap (Cash) portion 314,128 36 Electric Revenue Per KWH Sold (Mills) 107.62

37 Ekcuic Revenue Per Cosumer (S) 1 ,640.4B

38 Residential Revenue Per KWH Sold (Mills) 117.99

39 Non-Residentiad Revenue Per KWH Sold (Mills) 9B.9'I

40 Seasonal Revenue Per KWH Sold (Mills) #DI VID!

CFCForm7 Shan Form (1 I/2006)



we have added 92 new raflos to the existing SO ratios calculated from the data entered nm your Form 7.

These preliminary ratios can be used to evaluate your system's performance and we as an error checking device.
MDSC and DSC will be ' Lsvimarcd ' values. Your system's prior year's "Investment in Associated Ores -

Patronage (`apltal" must be entered ms a part of the calculation for MDSC.

RATIO
n o .

RATIO

DESCRIPTION

ESTIMATED

RATIO VALUE

RATIO

n o .1 RATIO

DESCRIPTION

ESTIMATED

RATIO VALUE

41 Irrigation Revenue Per KWH Sold (Mills) 83.52 8 1

1
I Consumer Accounting Expenses per Consumer ($) 55.54

42 SmallCommercial RevenuePer KWH Sold (Mills) 108.86 ) 82 Customer Sales and Service Per Total KWH Sold (Mills) 1.59

43 Large Commercial Revenue Per KWH Sold (Mills) 81.66 83 Consumer Sales and Service Per Consumer ($) 24.27

44 Sale for ResaleRevenue Per KWH Sold (Mills) #DIV/0! 84 A & G Expenses Per TotalKWH Sold (Mills) 4.27

45 Street & Highway Lighting RevenuePer KWH Sold (Mills) 188.43
I

85 A & G Expenses Per Consumer (5) 65.06

46 Other Sales to Public Authorities Revenue Per KWH Sold (Mills) #DIV/0! Total Controllable Expenses Per Total KWHSold (Mills) 23.85

47 Operating Margins Per KWH Sold (Mills) 4.23 87 Total Controllable ExpensesPer Consumer ($) 363.57

48 OperatingMargins Per Consumer $ 64.40 Power Cost Per KWH Purchased (Mills) 63.87

49 Non-OperatingMargins Per KWH Sold (Mills) (0.17) Power Cost Per Total KWH Sold (Mills) 69.00

50 Non-Operating Margins Per Consumer $ (2.59)I 90

92

Power CostAs A % ofRevenue 60.79

51 Total Margins Less AllocationsPer KWH Sold (Mills) 4.06 Long-Term Interest Cost Per Total KWH Sold (Mills) 6.54

52 Total Margins Less Allocations Per Consumer $ 61.82' Long~Term Interest Cost As A % ofT UP 2.31

53 Income (Loss) Bam Equity Investments Per Consumer S 93I Long-Term Interest Cost Per Consumer (S) 99.68

54 Associated Organization's Capital Credits Per KWH Sold (Mills) 0.55 n 94 Depreciation ExpensePer Total KWH Sold (Mills) 8.27
55 Associated Organization's Capital Credits Per Consumer ($) 8.35

96

Depreciation Expense As A % ofT UP 2.92

56 Total Margins Per KWH Sold (Mills) 4.60 Depreciation ExpensePer Consumer ($) 126.02

57 Total Margins Per Consumer S 70.17 97I Accumulative Depreciation As A /» of Plant in Service 34.16

58 A/R Over 60 Days As A % of Operating Revenue o.zs

59 Amount Write-OffAs A % of Operating Revenue 0.12

60 Total MWH Sold Per Mile ofLine 173,86

61 Average Residential KWH Usage Per Month 713.28

62 Average Seasonal KWH Usage Per Month #DIV/0 !

63 Average Imgation KWH Usage Per Month 16,674.17

64 Average Small Commercial KWH Usage Per Month 2,327.44

65 Average Large Commercial KWH Usage Per Month 1,107,666.67

66 Average Street &Highway LightingKWH Usage PerMonth 4,128.93

67 Average Sales for Resale KWH Usage Per Month #DIV/0!

68 Average Sales toPublicAuthorities KWH Usage PerMonv.h #DIV/0!

69 Residential KWH Sold Per Total KWH Sold (%) 45.48

70 Seasonal KWH Sold Per Total KWH Sold (%)

71 Irrigation KWH Sold Per Total KWH Sold (%) 16.44

72 Small Commercial KWHSold Per Total KWH Sold (%) 32.35

73 Large Commercial KWH Sold Per Total KWH Sold (%) 5.42

74 Street & Highway Lighting KWH Sold Per Total KWH Sold (%) 0.31

75 Sales for Resale KWH Sold Per Total KWH Sold (%)

76 Sales to Public Authorities KWH Sold Per Total KWH Sold (%)

Total Tax Expense Per Total KWH Sold (Mills) 1.07

Total Tax Expense As A % ofT UP 0.38

Total Tax Expense Per Consumer 16.25

Total Fixed Expenses Per Total KWH Sold (Mills) 85.44

Total Fixed Expenses Per Consumer ($) 1,302.42

Total Operating Expenses Per Total KWH Sold (Mills) 23.85

Total Operating Expenses Per Consumer ($) 363.57

Total Cost ofService (Minus Power Costs) Per Total KWH Sold ( 40.29

Total Cost of Electric Service Per Total KWH Sold (Mills) 109.29

Total Cost ofElectnc Service Per Consumer (S) 1,665.98

Average Wage Rate Per Hour ($) 26.65

Total WagesPer Total KWH Sold(Mills) 13.32

Total Wages Per Consumer ($) 203.10

Overtime Hours/Total Hours (%) 6.81

Capitalized Payroll/Total Payroll (%) 24.57

Average Consumers Per Employee 260.72

Annual Growth in KWH Sold (/») 5.13

Annual Growth in Number of Consumers (%) 3.12

Annual Growth in TUP Dollars (%) 11.21

77 O & M Expenses Per Total KWH Sold (Mills) 14.35 117I Const. W.1.P. to Plant Additions (%) 43.92

78 O & M Expenses Per Dollars ofT UP (Mills) 50.63 118 Net New Services to Total Services (%) 1.09

79 O & M ExpensesPer Consumer ($) 218.70 119 Annual Growth in Total Capitalization (%) 68.19

80 ConsumerAccountingExpensesPer Total KWH Sold (Mills) 3.64 120I 2 Yr. Compound Growth in Total Capitalization (%) 37.45





EXHIBIT G



NATIONAL RURAL UTILITIES
COOPERATWE FINANCE CORPORATION

FINANCIAL AND STATISTICAL REPORT

BORROWER DESIGNATION

AZ014
BORROWER NAME
Sulfur Springs Valley Electric Cooperative, Inc.

Submit one electronic copy and one signed hard copy

to CFC. Round all numbers to the nearest dollar.

ENDING DATE
May 2007

Siglature of Offic

nTmcATIon

//

I
/ Q -Ier W

Signature of Manager Date

47
é/07

ITEM
YEAR-TO-DATE

THIS MONTH
(d)

LAST YEAR

(H)

THIS YEAR
(b)

BUDGET

(c)
0.1. eating Revenue and Patronage Capital 31,927,477 34,809,678 34,479,400 7,863,677

2, Power Production Expense

3. Cost of Purchased Power 18,190,472 21,398,885 20,957,900 5,196,834

4. Transmission Expense 147,836 91,920 166,740 24, 187

5. Distribution Expense - Operation 3,116,472 3,119,824 3,875,643 736,892

6. Distribution Expense - Maintenance 845,577 1,026,060 969,615 262,327

7. Consumer Accounts Expense 1,128,455 1,095,173 1,225,875 228,764

8. Customer Service and Informational Expense 281,288 287,216 225,134 77,250

9. Sales Expense 316,131 368,891 393,370 76,513
10. Administrative and General Expense 1,340,455 1,573,654 1_470.430 325.382

II11. Total 0 ration & Maintenance Ex nae (2 thru 10 25,366,685 28,961,623 29,284,707 6,928,149

12. D re c i t i o n  & Amortization Expense 2,422,701 2,767,200 2,930,000 561,160
13. Tax Expense - Prone 0 0 0 0

14. Tax Expense - Other 256,314 362,235 328,500 78,922

15. Interest on Long-Term Debt 1,783,128 2,218,294 2,170,942 443,967

16. Interest Charged to Construction Credit 0 0 0 0

17. Interest Expense - Other 87,465 119,393 110,875 7,565
18. Other Deductions 62,903 66.331 30.450 l5,040

19. Total Cost of Electric Service (11 thru 18) 29,979,197 34,495,076 34,855,474 8,034,804

(l71,1220. Patronage Capital & Operating Margins (1 minus 19 1,948,280 314,602 (376,074
0.2l.Non eating Mar 'ns - Interest 47,128 78,525 50,950 10,984

22. Allowance for Funds Used During Construction 0 0 0 0

23. Income (Loss from Equity kxvestments 0 0 0 0
»l o24. Non eating Mar 'ns- Other 28,352 (6,932) 53,854 9,168

25. Generation & Transmission Capital Credits 0 0 0 0

26. Other Capital Credits & Patronage Dividends 19,371 19,532 12,000 0
27. Extraordinary Items Q Q Q Q
28. Patronage Capital or Margins 20 thru 27 2,043,132 405,727 (2S9,270 (169,311

ITEM
YEAR-TO-DATE

ITEM
Y E AR - T O - D AT E

LAST YEAR
(a)

THIS YEAR
(b)

L A S T YE A R

(21)

THIS YEAR

(b)
1. New Services Connected 150 196 5. Miles Transmission 298 298

2. Services Retired 48 64
6. Miles Distribution
Overhead 3,200 3,316

3. Total Services In Place 49,821 50,399

7. Miles Distribution
Underground 561 695

4. Idle Services (Exclude Seasonal) 1,637 979
8. Total Miles Energized
(5+6-I-7) 4,0s9 4,309
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FINANCIAL AND STATISTICAL REPORT
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AZOIC

MONTH ENDING May2007

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS

1. Total UtilityPlantin Service 203,943,704 28. Memberships 190,470
2. ConstructionWork in Progress 14,857,359 29. Patronage Capital 44,805,525
3. Total Uzilixy Plant <1+2) 218,801,064 30. Operating Margins. Prior Years 0
4. Acc um. Provision for Depreciation and Amen 69,644,487 31. Operating Margins - Current Year 334,134
S. Net Utility Plant (3-4) 149,156,577 32. Non-Operating Margins 71,593
6. NonutilityProperty -Net 115,029 33. Other Margins & Equities 69
7. Investment in Subsidiary Companies 0 34. Total Margins & Equities (28 thru 33) 45,401,791
8. Invest. in Assoc. Org. - Patronage Capital 7,069,067 35. Long-TennDebt CFC (Net) 100,947,587
9. Invest. in Assoc. Org. - Other - General Funds 1,010 (Payments-Unapplied ($ »
10. Invest in Assoc.Org.- Other -Nongeneral Funds 3,220,324 36. Long-Tenn Debt - Other (Net) 0
ll. Investments in Economic Development Projects 0 (Payments-Unapplied ($ »
12. OtherInvestments 199,064 37. Total Long-Term Debt (35+36) 100,947,587
13. SpecialFunds 264,182 38. Obligations Under Capital Leases 0
14. Total Other Property & Investments (6 thru 13) 10,868,676 39. AccumulatedOperating Provisions 825,038
15. Cash-General Funds 458,933 40. Total Other Noncurrent Liabilities (38+39) 825,038
16. Cash-ConstructionFunds-Trustee 0 41, Notes Payable 3,285,085
17. SpecialDeposits 62,365 42. Accounts Payable 6,959,093
18. Temporary Invesunents 0 43, ConsumersDeposits 1,504,279
19. NotesReceivable -Net 0 44. Current MatudtiesLong-Tenn Debt

20. Accounts Receivable - Net Sales of Energy 5,222,572 45. Current Maturities Long-Term Debt-Economic Development
21. Accounts Receivable » Net Other 1,731,945 46. Current MaturitiesCapital Leases

22. Materials & Supplies - Electric and Other 1,694,405 47. Other Current &Accrued Liabilities 4,810,118
23, Prepayments 778,073 48. Total Current & Accrued Liabilities (41 thru 47) 16,55 76

417,688 49. Deferred Credits 6,773,550

|

»tal Current & Accrued Assets (IS thru 24) 10,365,980 50. Total Liabilities & Other Credits (34+37+40+48+49) 170,506,542

115,309 ESTIMATED CONTRIBUTION-IN-AID-OF-CONSTRUCTION
27. Total Assets & Other Debits (5+l4+Z5+26) 170,506,542 Balance Beginning of Year 12,108,082

Amounts Received This Year (Net) 969,855
TOTAL Contributions-In-Aid-Of-Construction 13,077,937

PART D._ NOTES TO FINANCIAL STATEMENTS

THE SPACE BELOW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT.



PART D. CONSUMER SALES AND REVENUE DATA
|-

r
1

CLASS OF SERVICE
J

_1
2.

d̀ential Sales(excl seas.'
hue Adjustment

THIS MONTH YEAR-TO-DATE
No. Receiving

Service

(a)

kph Sold

(b)
Amount

(C)

No.Mini-

mum Bills

(d)

Avg.No. Re-

ceiving Ser.

(e)

kph Sold
Cumulative

(f)

Amount

Cumulative

(Q)
39,918 23,730,277 3,096,340 829 39,891 139,174,433 17,305,818

0 0 134,891 0 0 0 (1,155,303
3. Irrigation Sales 745 17,536,933 1,640,901 80 734 44,780,411 4,311,885
4. Comm. 8< Ind.-50 ka or less 8,364 8,453,251 1,132,288 894 8,357 42,721 ,137 5,657,440
5. Comm. & lnd.over 50 ka 346 14,385,809 1,535,862 1 346 71,001,639 6,994,875
6. public St.& Highway Lightng. 47 196,192 36,013 0 47 978,512 179,613
7. Total Sales of Electric

Energy (t thru 6) 49,420 64,302,462 7,576,296 1 ,804 49,375 298,656,132 33,294,328
8. Other Electric Revenue 287,381 1,515,351
9. Total (7 + 8) 7,863,677 34,809,678

ITEM THIS MONTH

(a)

YEAR-TO-DATE

( b )

ITEM THISMONTH

<a)

YEAR-TO-DATE

( b )
1. Net kph Generated

2. Kwh Purchased

s. Sm. Power Production

4. Total kph (1 thru 3)

5. Total kph - Sold

0 0 152,5106. Office Use
7. Total Unaccounted For

(4 Less 5 & 6)
8. Percent System Loss(7/4)x100
9. Maximum Demand (KW)
10. Month When Maximum Demand Occured

883,275
78,095,480 327,274,943

27,735,5360 0
78,095,480 327,274,943 8.47%

64,302,462 298,656,132
146,189

5

PART E. kph AND kw STATISTICS
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PUBLIC NOTICE
OF

AN APPLICATION BY SULPHUR SPRINGS VALLEY ELECTRIC
COQPERATIVE, INC. FOR AN ORDER

AUTHORIZING IT TO INCUR DEBT TO FINANCE ITS
CONSTRUCTION WORK PLAN AND FOR RELATED APPROVALS

S u l f u r Springs Valley Electric Cooperative, Inc. ("SSVEC" or

"Applicant") has filed an Application with the Arizona Corporation Commission
("Commission") for an order .authorizing Applicant to borrow from the National
Rural Utilities Cooperative Finance Corporation up to $70,780,000 to finance its
Construction Work Plan associated with its construction activities and for approval
to execute related loan documents. The application is available for inspection
during regular business hours at the office of the Commission in Phoenix, Arizona,
and at the Company's offices located in Willcox, and Sierra Vista, Arizona.

Intervention in the Commission's proceedings in the application shall be
permitted to any person entitled by law to intervene and having a direct substantial
interest  in this matter. Persons desir ing to  intervene must  file a Mot ion to
Intervene with the Commission which must be served upon Applicant and which,
at a minimum, shall contain the following information:

The name, address and telephone number of the proposed intervenor
and any person upon whom service of documents is to be made if
different than the intervener.

2. A shor t  st at ement  o f t he proposed int ervenor 's int erest  in the
proceeding.

3. Whether  the proposed int ervenor  desires a fo rmal evident iary
hearing on the application and the reasons for such a hearing.

A statement certifying that a copy of the Motion to Intervene has
been mailed to the Applicant.

The granting of Motions to Intervene shall be governed by A.A.C. R14-3-
105, except that all Motions to Intervene must be filed on or before the 15th day
after this notice.

2027177.1

4.

1.


